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Gregt%McLean Adam, No. 203436

Jonathan Yank, No. 215495
2 || Jennifer S. Stoughton, No. 238309
‘ CARROLL, BURDICK & McDONOUGH LLP
3 { Attorneys at Law
44 Montgomery Street, Suite 400
4 { San Francisco, CA. 94104
Telephone: ~ 415.989.5900
5 § Facsimile: 415 989.0932
Email: ' @cbmlaw.com
6 : Jyank cbmlaw com
jstoughton@cbmlaw.com
7
“Aftorneys for Proposed Relator
8 1 San Jose Police Officers' Assoclanon .
9 | | BEFORE THE ATTORNEY GENERAL
10 OF THE STATE OF CALIFORNIA
11 _
12 | SAN JOSE POLICE OFFICERS' . No.. _
ASSCGCIATION, , ‘
13 : ) - VERIFIED STATEMENT OF FACTS IN
Plaintiff-Relator, SUPPORT OF APPLICATION FOR LEAVE TO
14 " SUE IN QUO WARRANTO
V.
15 [CAL. COpE REG TITLE 11, SECTION 2{A)]
CITY OF SAN JOSE, and CITY OF
16 | SANJOSE CITY COUNCIL,
17 Defendants.,
18
19 I, Gregg MclLean Adam, declare and say:
20 - L I am an attorney licensed to practice before all the courts of the State of
_gi California. Tam a partner with the firm of Carroll, Burdick & McDonough LLP, attorneys
.22 | ofrecord for Petitioner/Plaintiff SAN JOSE POLICE OFFICERS® ASSOCIATION
23 | (“STPOA”) in this matter, and I have been authorized to make this statement on its behalf.
24 | 2. The SJPOA is the "‘rccoghized employee organization™ for all police
25 | officer classifications in Bargaining Units 11, 12, 13 and 14 (coltectively “Police
76 || Officers™) employed by the City of San Jose to work in the San Jose Police Department,
27 | pursuant to the Meyers-Milias-Brown Act, Government Code section 3500 ez. seq.
28 | ("MMBA”).
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3. I submit this declaration in support of the SJPOA’s Application for
Leave to Sue in Quo Warranio. 1 am familiar with the facts set forth in this matter, as well )
as those set forth in this Verified Statement of-Facts, because I represented the SJPOA in
bargaining and discussions over pension reform matters detailed herein and, consequently,
have first-hand knpwlédge of those discussions and the documents exchanged and

addressed in those discussions. Therefore, if called upon as a witness, | could and would

testify competently to These Tacts.
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4, On April 13, 2011, San Jose Mayor Chuck Reed and Vice Mayor
Nguyen issued a press release staﬁng‘th;;.t “San José’s retirement director has projected
that [pension] costs could rise to $650 million per year by fiscal year 2015-2016 ....”
Attached to this Declaration as Exhibit 1 is a true and corfect copy of that April 13, 201 1,
press release. |

5. On May 13, 2011, the City published a “Memorandum re: Fiscal

- Concerns” wherein Mayor Chuck Reed asserted that the City’s pension costs were

projected to grow to $650 million annually by 2016. In the May 13, 2011 Memorandum
re: Fiscal Reforms, the City’s Mayor recommended that the City Council approve a ballot
measure to amend the San Jose City Charter to dramatically decrease retirement benefits
for current retirees and current/future employees. Attached to this Declaration as Exhibit
2 is a true and correct copy of that May 13, 2011 Memorandum re: Fiscal Reforms. .

0. At a meeting on May 24, 201'1, the City Council apprbved the Mayor’s
recommendation and directed City.Council staff'to draft a proposed ballot measure that, if
approved by the voters of the City of San Jose, would implement the Mayor’s
recommendations. ' _ _ ,

| 7. OnJune 3, 2011, the Mayor issued his “June Budget Message For Fiscal
Vear 2011-2012.” In it, the Mayor reitetated that retirement costs could “jump to $650
million per year by 2016.” He also attached a chart highlighﬁng potential pension costs of
$650 million, Attached to this Declaration as Exhibit 3 is a true and: correct‘copy' of the

June 3, 2011 Budget Message.
CBM-SPSF333714.2 ‘ -
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8. Also on June 3, 2011, the SJPOA reaohed a tentative agreemeﬁt with the
City for a new Memorandum of Agreement (“MOA”) (a collective bar gaihing agreement),
which was subsequently ratified by both sides.‘ The MOA contained a Side Letter
agreement, entitled “Retirement Reform,” which permitted either patty to continue

negotiating about retirement benefits during the Lifetime of the MOA (originally one

“year’s duration, subsequently extended to two). Attached to this Declaration as Exhibit 4

is a true and correct copy of the Side Letfer Agrecment.
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9. The Side Letter Agreement also contained the partics® agreement to
create a velﬁnfary “opt-in” program, under which police officers could voluntarily opt-in
to a new retirement tjer providing a lower mlaximuym benefit. The patties discussed that
the anticipated lower contribution rate for employees under the opt-in would attract
officers to exercise their right to opt-in. - | |

10.  On June 20, 2011, STPOA and the City, along with the San Jose Fire
F1ghters, TAFF, Local 230 (*Local 230”) (eollectlvely “the Unions™), entered into a.
Pledge of Cooperatlon and Agreement Upon a Framework for Retirement Reform and -
Related Ballot Measure Negotiations (“Framework™). Therein, the parties agreed to meet
and confer over the Mayor’s anticipated ballot measure, the Side Letier Agreement
regarding retirement reform and the SJPOA’s opt-in program, with the goal of reaching an
agreement by October 31, 2011. However, nothing in the Framework waived the Unions”-

right to bargain over the City’s anticipated ballot measure in the event negotiations were

“not completed by that date, and, as detailed below, the City changed its proposed reform

measure prior to October 31, including as late as October 27. Attached to this Declaration
as Exhibit § is a true and correct copy of the JTune 20, 2011 Framework.

11. At the meeting on June 20, 2011, the City’s Chief Negotlator Deputy
City Manager Alex Gurza, told the Unions’ negotiating teams that, at that time, the only
operative retirement proposal from the City was the Mayor’s “Memorandum re: Fiscal
Concerns,” referenced in paragraph 4 above, which referenced the purported $650 million

cost projection. ,
CBM-SFSFS53714.2 ' . 3-
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12.  OnTuly 5, 2011, the Mayor issued his proposed ballot.measure.
Attached to this Declaration as Exhibit 6 is a true and correct copy of the City’s July 5,
2011, initial Proposed Ballot Measure regarding “Public Employee Pension Plan o
Amendments — To Ensure Fair and Sustainable Retirement Benefits While Preserving
Essential City Services.”

13. In approximately mid-July, 2011, the City and the Unions began

bargaining over the ballot measure and retirement issues generally: Coinciding
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approximately with the mid-July commencement of bargaining, Mayor Chuck Reed began

campaigning to have the City Council declare a fiscal emergency premised primarily on

purported pension projections. To maximize pol_itical- support for such a declaration—

which the City primarily sought to use to undermine the vested pension rights of its
employees—the Mayor and his staff repeatedly asserted that by Fiscal Year 2015-16 the
City’s annua! retirement contribution could reach $65 0 million, from a level of $245
million in Fiscal Year 2010-2011. In fact, as recently as Febrnary 24, 2012, in a news
report on KCBS 740AM radio, Mayor Reed still stuck to the $650 million estimate.

' 14, Over the following four (4) months, the parties met and conferred

approximately 13 times, up to October 20. During these negotiations, the parties

bargained ovet various proposals put forth by both the STPOA and the City regarding |

retirement generally, along with bargaining about the specific language of the proposed
ballot measure. The parties proposals during this timeframe included:
a.  Attached to this Declaration as Exhibit 7 is a true and

correct copy of a September 27, 2011, Retirement Reform Proposal submitted
by the SJPOA and Local 230’s. With the Proposal, the Unions subimitted a
September 26, 2011, report p}*epared at their request by actuaries Bolton
Partnérs, Ine. (“Report™) regarding the savings associated with the September
27 proposal, which included a proposal to replace the current retirement plan
with an alternate (less expensive) plan. Attached to this Declaration as Exhibit

8 is a true and correct copy of the September 26, 2011 Report, According to
CBM-SRISFS53714.2 ' 4-
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'the actuaries’ report, the Union’s proi:oosal would save the City more than $250
million over five years. '
b. Attached to this Declaration as Exhibit 9 is a true and
correct cépy of the City’s October 27, 2011 Revised Proposed Ballot Measure.
15.  After Oétob;r 31, 2011, the City refused to engage in further bargainiﬂg
with the STPOA, in-spi‘te of the fact that the STPOA continued to make efforts to mect and

confer, continued to make concessionary proposals, amd Tever represented-that any-of tts————
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| obfigation to bargain with the STPOA.

proposals were its last, best and final offer. In fact, the STPOA continued to pass
proposals that included monetary concessions worth tens of millions of dollars per year:
‘ a. On November 11, 2011, Local 230 President Robert
_Sapien; Jr. and then SJPOA President George Beattie sent a letter to Deputy
City Manager Alex Gurza enclosing a revised Retirement Reform Proposal and
Proposal Addendum [as Amended November 11,2011]. Attached to this
Declaration as Exhibit 10 is a true and correct copy of the November 11, 2011,
Letter and attached Proposal. 7
o b.  OnNovember 18, 2011, Local 230 President Robett
Sapien, Jr. and then SJ POA President George Beattie sent a letter to Deputy
© City Manager Alex Gurza regarding a revised POA/Fire Fighter Proposal. -
Attached to this Declaration as Exhibit 11 is a true and correct copy of the |
November 18, 2011 Letter. _
16.  The City never bargained with the STPOA over its November 1 and 18,
2011 proposals. This is because the City continued to insist that the parties remained at
impasso and that it was under o obligation to bargain. | |
17.  During this same timeframe, on November 15-16, 2011, the parties
participated in mediaﬁon in an effort to resolve their differences, but the mediation was

not successful. Throughout the mediation process, the City insisted it was under no

CBM-SP\SF553714.2 -5-
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18.  Prior to, during, and after the bargaining and mediation discussed

2 | above, the Mayor and the City continued to represent that the City’s pension-related costs
3 || were pfoj ected to reach $650 by Fiscai Year 2015-16. Howéver, in én interview that was
4 | released as part of a February 9, 2012 story on NBC Chanﬁel 11, Mayor Reed admitted
5 | that, all along, the sole source for the $650 million figure was an isolated oral statement '
6 | by the City’s Retirement Services Director, Russell Crosby. In an interview that was part
7 { ofthe same néws story, Mr. Crosby stated that the $650 million estimation “was a number
8 off the top of my head.” He also stated that “[t]he Mayor was told not to use that number,
9 7 thét the number was 400 [million dollars], that was the projection.” The story'may be
10 | viewed at: http://www.nbcbayarea.com/video/#!/news/local/Guessing-
11 | Pensions/138995874. |
12 19.  Following mediation, the City significantly changed its ballot proposal
13 | on November 22, 2011. Attached to this Declaration as Exhibit 12 is a true and correct
14 | copy of the November 22, 2011 Revised Proposed Ballot Measure. If effectuated, it
‘15 | would dramaltically reduce the pension benefits of SIPOA-represented Police Officers by
16 | forcing ourrent employees into a new ‘retirement plan that, inter alia, severely reduces
17 | accrual rates, dramatically increases minimum retirement age and service requii‘emeﬁts,
18 | cuts the maximum cost-of-living adjustment in half (from 3% to 1.5%), and slashes
197 1 survivorship and disability retirement benefits. Employees electing not to go into the
.20 “Voluntary Election Program,” would have their salaries slashed and be required to pay
21 | 50% of existing unfunded liabilities. | |
22 20. In aNovember 22 email to all employees, City Manager Debra Figonle‘
23 || described the revised ballot measure as “far different than the earlier versions.” Attached
24 | tothis Declaration as Exhibit 13 is a true and correct copy of the November 22, 2011
25 | email. "
26 21. OnDecember I, 2011, SJPOA President Jim Unland sent a letter
27 I containing a Revised STPOA Retirement Proposal to Deputy City Manager Alex Gurza,
28
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reflecting further monetary concessions by the Association. Attaehed to this Declaration
as Exhibit 14 is a true and correct copy of the December 1, 2611 letter proposal.

92, The City never bargained with the SJPOA over its December 1, 2011
proposal. “This is because the City continued to insist that the parties remained at impasse
and that it was under no obligation to bargain.

73 (OnDecember 1, 201 1, the independent actuary for the City’s retirement
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plans issued an updated report With projections FoT prospective City retirenment
contributions. The report showed that the City's retirement contributions would be far less
than previously estimated and far less than the City had been relying on as justification for
both its proposed fiscal emergency declaration and its ballot measure. The report showed
that—just for the Police and Fire Retirement Plan-—the City’s contributions for Fiscal
Year 2012-13 would be approximately $55 million less than previously expected. The
two-part December 1’, 2011 report can be found ét: |
. h’ttp://www,sjretirement.com/uploads/PEiZ_litemPFNovl 1.pdf; and
e http://www.sjretirement.com/uploads/P¥/3 1 itemPFDec11l.pdf

24,  Asaresult of fhcse developments, among others, on December 6,2011,
the Mayor was Torced to withdraw his proposél to have the City Council dectare a Fiscal
State of Emergency. V

25 On December 6, 2011, the City Council adopted Resolution 76087
approving a Decernber 5 version of the pension reform measure to be placed on the June
2012 election bailot. This version was largely similar to the November 22 version
discussed in paragraph 18 above. Attached to this Declaration as Exhibit 15 is a true and
correct copy of the December 5, 2011 Revised Proposed Ballot Measure. The SIPOA was
never provided with notice ot an opportunity to bargain over the moasure or resolution.

26.  OnDecember 9, 2011, Deputy City Manager Alex Gurza sent a letter to
Local 230 President Robert Sapien, Jr. and SJPOA President Jim Unland informing them
that, upon passing Resolution 76067 discussed in the preceding paragraph, the City

Council also directed that City staff “invite all bargaining groups to re-engage in
CBM-SPSF553714.2 7- :
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mediétion regarding all retirernent issues, including the related ballot measure.” Attached
to this Declaration as Exhibit 16 is a true and correct copy of the December 9, 2011 letter.
97, On December 13, 2011, Local 230 President Robert Sapien, Jr. and
STPOA President Jim Unland sent a letter to Deputy City Manager Alex Gurza responding
to the.City;’s letter of December 9, 2011. Therein, they explained their belief that the City

b

cted-unlawfully in passing Resolution 76087 because the parties were not at impasse (as
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shown by their continued presentation of concessionary proposals}) and tHE Bargaling-
related circumstances had changed as a result of the December 1, 2011 actuarial report
(discussed above). The letter requested a resumption of bargaining in light of these
developments. Attached to this Déclaxaﬁon as Exhibit 17 is a true and cotrect copy of the.
December 13, 2011 letier. _

28.  After repeated requests by the SJPOA, the City agreed to meet with the’
Association once in late December 2011 and once in early January 2012, However,.
during those meetings, ihe City stated its belief that the partles Were at impasse and that it
was not obligated to further bargain about the ballot measure or the Unions’ proposals

29, Mayor Reed admitted in a Febrnary 9, 2012 televised interview on NBC
‘Channel 11 that the sole source for the $650 million figure was an isolated oral statement
by the City’s Retirement Services Director, Russell Crosby. But in an interview that was
part of the same news story, M. Crosby stated that the $650 millién estimation “Was a -
number off the top of fﬁy head” aﬁd “Jtlhe Maybr' was told not to use that number, that
the number was 400 [million doltars], that was the projection.” | |

30. OnFebruary 21, 2012, the Ci‘fy’s Director of Labor Relations provided
the STPOA with yet another version of the City’s “Pension Plan Amendments” ballot
proposition and informed the SIPOA that fhe City Council intended to take a final voto on
March 6, 2012 to place it on the June 2012 election ballot. Attached to this Declaration as |
Exhibit 18 is a true and correct copy of the Vebruary 21, 2012 Revised Proposed Ballot

Measure.
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3. On February 21, 1012 San Jose City Manager Debra Figone sent a
Memorandum to the Mayor and Clty Council regardmg the Revised Ballot Measure. The
Memorandum noted that the new version contained “many szgnlﬁcant changes and
movements from earlier drafts.” Attached to this Declaration as Exhibit 19 is a true and
correct copy of the February 21, 2'012 Memorandum. | |

32, Also ori February 21, 2012, the City’s own retirement system’s actuaries}

completed a report on the Police and Fire Retirement Plan, which, along witlt a February
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8, 2012 report on the Federated Plan (fof nén—safety employees), estimated that the actual

future pro_;ection ﬁgure for Fiscal Year 2015-16 is approximately $310 million, less than

half the level on which the City has consistently represented and based its proposals
Attached to this Declaration as Exhibit 20 is a true and correct copy of the February 8,
2012 feport. Attached fo this Declaration as Exhibit 21 is a true and correct copy of the
February 21, 2012 report. |

33, On February 24, 2012, I sent a letter to Deputy City Manager Alex
Gurza responding, to the City’s above referenced February 21, 2012 memorandum. In that
letter, I noted that the February 21 Revised Proposed Ballot Measurc'(discussed above)
contained many significant changes (as acknowle_dged by City Manager Figone) and that

the STPOA “had no opportunity to bargain about this new ballot language.” Thus, 1

requested that the City meet and confer with the SJPOA over the changes. Attached to
this Declaration as Exhibit 22 is a true énd correct copy of my February 24, 2012 letter,
34.  OnFebruary 27, 2012, 1 reoelvcd a letter from Deputy City Manager
Alex Gurza responding to my correspondence of February 24, 2012. In that letter, Mr.
Gurza expressly conditioned any resumption of bargaining on the Assocmtlon () makmg
a concession that the City deemed, in its subjective oplmon, to be “sufficient” and (2) that
such concession be capable of being “ratified prior to March 6.” Attached to this
Declaration as Exhibit 23 is a true and correct copy of the February 27, 2012 Jetter. 7
35.  On March 1, 2012, I sent a letter to Deputy City Manager Alex Gurza

responding to his letter dated February 27, 2012, wherein I noted Mr. Gurza’s concession
CBM-SF\SF553714.2 ' 9. ' :
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that the City had not bargained over its February 21 batlot version, and I pointed out that
the City’s desire to finalize its ballot proposal by March 6, 2012, did not excuse its
bargaining obligation. I reiterated the SJPOA’s belief that the bargaining circumstances
had changed due to several positive financial deve’iopments (breaking any ostensible
impasse) and that there were many arcas Warranting further discussion. Attached to this . -

Declaration as Exhibit 24 is a true and correct copy of my March 1, 2012 Ietter.

36. On March 2, 20 12, Local 230 President Robert Sapien senf a Ictier 10
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Deputy City Manager Alex Gurza on behalf of both Local 230 and the SJPOA regarding
“Retirement Reform.” The letter enclosed a revision to the Unions’ prior proposals to
address the City’s concern that not all represented employees would “opt-in” to the
revised pension plans proposed by Local 230 and the STPOA. The revised proposal
would guarantee the same level of savings as full participation in the * ‘opt-in” would
achieve, even if some individuals elected not to “opt-in™ to the new plan, tﬁrough salary
reductions from those individuals. Attached to this Declaration as Exhibit 25 is a true and
correct copy of the March 2, 2012 letter.
37, OnMarch 3, 2012, STPOA President Jim Unland and Local 230

President Robert Sapien sent a letter to Deputy City Manager Ale?( Gurza following up on
their March 2, 2012 proposal and promising to forward proposed éharter language to
implement the proposal in a ballot measure. Attached té’ this Declaration as Exhibit 26 1s
a true and correct copy of the March 3, 2012 letter. ' |

38.  On March 5, 2012, Freceived a letter from attorﬁey Jonathan Holtzman,
on behalf of the City, pucporting to respond to my March 1 letter and the SJPOA and
Local 230°s March 2 proposal. The letter noted that the Unions had moved on many
issues, but also noted a number of remaining differences between the City’s February 21,
2012 Revised Ballot Measure and.the Unions’ new proposal. Ultimately, the leﬁer
rejected the STPOA and Local 230°s request to resume bargaining because, in the City’s
opinion, the timing of the proposal “render{ed] further bargaining im;ﬁractic'al [before]

March 6"—the ﬁnal City Council meeting before the last date to place this measure on the
CBM-SF\SF553714.2 . -10-
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June 2012 ballot.” Attached to this Declaration as Exhibit 27 is a true and correct copy of
the March 5, 2012 letter, | |
39.  On March 6, 2012, the San Jose City Council passed a resolutiof;
ordering that the “Pension Plan Amendments™ ballot proposition be placed oﬁ the June
2012 ballot. The ballot measure language approved by the City Council on March 6,
2012, amends the City’s charter draﬁ}atioally fedlices the pension benefits of STPOA- -

represented Police Officers in the same ways as the prior version approved by the City
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Council on December 6, 2011. The Fébruary 21, 2012 version of the pension reduction
ballét méas_ure adopted by the City Council on March 6, 2012 also including new
language dictating that the City would file as lawsuit seeking a declaration as tothe
legality of the various pension reduction provisions delineated in the measure. It-was also
ch;mged from the December 2011 vérsion to move its effective date to June 23, 2013,

40;:  On March 9, 2012, San Jose Mayor Chuck Reed issued a “March
Budget Message for Fiscal Year 2012-2013, in which he admitted (top of page 2) that “the
City Manager is now projecting a $10 million surplus for the 2012-20 13 Fiscal Year.”
Attached to this Declaration as Exhibit 28 is a true and correct copy of the March 9, 2012 |
Budget Message. | '

41.  Measure B was printed oﬁ the June 2012 ballot, and.passed by the San
Jose electorate on June 5, 2012. 'The charter amendment approved by thié measure was
thereafter filed with the Secretary of State. The City mailed a copy of the charter
amendment thus approvéd to ééch employee of the SJPOA and indicated its intention to
enforce the provisions of the charter amendment against the SJPOA

I declare under penalty of per_;ury under the laws of the State of California that
the foregoing is true and correct and that this declaratlon is executed this / ? day of J une,

2012, at San Francisco, California.

}/ Gregg McLiéan Adam

CBM-SFSF5537142 _ -11-
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CITY OF

S OSE | | " Press Release

CAPITAL OF STLKION VALLEY ' | Oﬁ‘ic e Qf Mayor C?mck' Reed
For Immediate Release: Conrtaci;
April 13,2011 Michelle McGurk, Office of Mayor Reed

(408) 535-4840 or (408) 655-7332 (cell)

Mayor Reed and Vice Mayor Nguyen to Discuss
Impacts of Pension Costs on San José Budget

f

Sen José, Calif. - Mayor Chuck Reed and Vice Mayor Madison Nguyen tonight will layout the
potential impacts on community services should the City of San José’s pension costs continue to
spiral over the next five years, .

The Mayor and Vice Mayor will speak at the annual commumty budget meeting in Vice Mayor
Nguyen’s City Council District 7. The meeting takes place at 6 p.m. at the Tully Community
Library, 880 Tully Road, San José, and is open to the public. N

~ “San José already faces devastatmg ciits in services starting July 1,” sa1d Mayor Chuck Reed.
“t’s time to attack the root causes of our structural budget deficit so we can restore police and

fire services, libraries and community centers.”

San José faces a $115 million budget shortfall in ’rhe fiscal year begmmng 3u1y 1. By law the
City must balance its budget. The City Council has asked for concessions of 10 percent in total
compensation (wages and benefits) from all empleyees, however, this will only cover $38
million of the shortfall. The City Council is also seekmg retirement reforms and other bcneﬁt
changes that could offer immediate savings.

The remainder of the savings will primarily corne from service cuts, lncludmg cmployee layoffs,
with some small poition coming from new revente. Tonight, the City Administration will lay out
~ what those cuts could look Jike and how they will impact San Jose residents.

As bad as it is, the situation could get worse if retirement costs aren’t brought under control.
“Retirement costs are the largest single driving factor of our structural budget deficit,” said
Mayor Reed. “By 2015, San José will have to pay $400 million a year to cover the cost for
commitments made to OI.LT employees and retirees ~ and that’s the optimistic scenario. It’s bad,
and it could be worse,”

R

c;p s rates-of-return or if

actuanal factors continue to increase pension costs.

“We need our community and our employces to work together and return San José to fiscal
health,” said Vice Mayor Nguyen. “Rising pension costs threaten the very things that make our
community a wonderful place to live, work, and raise a family: our safety and quality of life.”

~ MORE

San José City Hall, 200 E. Santa Clara Street, San José, California 95113 tel (408) 535-4800



Inn March, the City Council unanimously approved a set of Fiscal Reform Guiding Principles
outlined by Mayor Reed. The goal is to restore services to January 1, 2011 levels, open never- -
opened new lbraries, community centers, fire stations, and the pohce substation w1th1n five
vears by gaining control of the structural deficit.

This will be accomphshed by strategies that include:
1. Reducing compensation for existing employees. (Potential savings: $38 mitlion)

2. Avoiding increases in retirement costs beyond the am.ounts pald for this fiscal year.
~_ (Potential savings: $167 million)

Reforming-werkers>oon ,mﬁem&d&s&hﬂiﬁ&wﬁm&n&wﬂem&;@aﬁmﬁa&mﬁ
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4. Reducing costs for sick leave payouts, vacation buybacks and overtime pay. (Potentlal
savings: $15 million)

5. Modifying healthcare plans and cost sharmg.
6. Organizational changes and efficiencies.

The Mayor, City Council, and City Manager’s office are hiolding community meetings in every
Council District throughout the City as part of San José’s community-based budget process. The
complete schedule is online here: http://www.sanjoseca gov/Budgetin{o.asp.,

#HE#

San José City Hall, 200 E. Santa Clara Street, San José, California 95113 tel {408) 535-4800
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COUNCIL AGENDA: 05-24-11
ITEM: 35

ﬁ‘momg"@_ -
'SAN JOSE ~ Memorandum_

CAPTAL OF STLICON VALLEY
TO: City Council  FROM: Mayor Chuck Reed :
Vice Mayor Madison Nguyen
Councﬂmem‘ber Rose Hertera
Conuncilmember Sam Liccardo
SUBJECT: Fiscal Reforms DATE: May 13,2011

APPROVED: %&M ; i‘il!i y
Yol - t‘“‘”i%f“?“m" - b K

INTROGDUCTION \¥ i _ o
The dramatic impacts of the budget shortfall on o unity demonstrate why we have t©

gain control over skyrccketing retirement cosis. If we act now, we can preserve the retivement
benefit levels gur emp] ayees and retirees have eatned and accme& and we can restory _;obs and
vial services.

TE we fail to act, jobs and services will be decimated in a fiscal disaster and retirement benefits
will be cut.

This proposal is not the only solution, It is ane combination of ideas that we believe will solve
the problem. We are open to other solutions, and our proposal directs staff 1o engage with
employee groups — many of whom bave said they are cager to work in partn&rshtp 1o solve this
ciisis - and to discuss allernatives that also solve the pIOblem

RECOMMENDATION

A. DECLARE A FISCAL AND PUBLIC SAFETY EMERGENCY

Declare.s fiscal and public safety emergency and direct staff to return to the Couneil on June 21
with a formal declaration that describes the necessity of meking fiscal reforms to avert a fiscal

" disaster, prevent substantial degradation of public safety and other vital city services, and
raintain the integrity of our retirement system so that earned and accroed benefits can be paid to
current and future retirees. . . '

B. AMEND THE CHARTER IN ORDER TO LIMIT RETIREMENT BENEFITS AND TO REQUIRE VOTER

APPROVAL OF INCREASES N RETIREMENT. BENEFITS

. Approve the City Manager’s Fiscal Reform Plan and direct staff to retum to the Council on June
- 21 with ptoposed changes to the Charter to implement the Manager’s tecomrnendations, subject

to the following additions and fimitations, all to be placed into the Charter in order 1o set.

maximum limits on benefits and other compensation that rmay not be exceeded without voter

appmvai




1, Place Limifs on Retirement Benefits for New Emplnyees :
Without voter spproval of enhancements or increases, new employee r.ahmment beneﬁﬁs
shall be Kmited to a hybrid plan that may consist of a combination of social secarity, defined
benefits or defined contributions it the maximum City contribution in fotal shall not be less
than 6.2% nor greater than 9% of base salary or 50% of the costs of the bene;hts, whichever is
less, A

Health Beneﬁts‘ Medical care or health irsurance for retived employees may only'be
prcwded to emplovees who have 20 years of service or more ur to employees who

TeCEive & service disability retirement, EMployces will pay & DURIIn of Wﬁe—
cost of reliree healthcare. . _

Retivement Provisions: If a defined benefit plan is included it must be based on actuarial
-agsumptions that are risk-free for the City and the employees and the ags of eligibility for
payment of accrued service retirement benefits shall be 65, exeept for sworn police
officers and fire fighters, whose service retirement age shall be 60, Earlier retirenrent
may be permitted wlth reduced payments that do not exceed the actuarial value of full
retirement.

2. Place Limits on Retirement Benefits for Existing Employees
Withowt voter approval of snhancements or increases, retitement benefits for existing
employees shall be limited as follows:

Slow Down the Accrual Rate: Benefits earned and accrued benefits 1o date shall no% be
reduced but additional pension benefits shall accrue at a maximum rate of 1.5% per year
of service. .o

Increase the Age of Ehglblhfy The age of eligibilify for service retirement for existing
employees shall increase by six months amually on July 1 until the retirement age ,
reaches the ags of 60 for police officers and fire fghters and 65 for all other employees.
Earlier retirementmay be pexmitted with reduced payments that du not exceed the
actuarial value of full retirement. ,

Increase Years of Service for Mcdmai Benecfits: The years of service requiredto
qualify for health insurance benefiis afier termination of serviee shall increase by six
months annmally on July 1 until it reaches 20 years, except for ﬂmpioyees whao recefve as
service disability retirement. Emplmyees will contimue to pay a minimum of 50% of the
cost of rem*ee healthcare. -

3. Phace Limdis on Benefits for Existing and Fufnre Retivees
‘Without voter approval of enhancements or increases, retirement bensfiis for existing refirees
shall be limited as follows: . _

Stow the Rate of Increase: Increases in pension payments to retirees shall be limited to
the increase in the Bay Area CPland shall not exceed 1% per year.



Restrict Bonnses: Bonuses or other supplementa] payments may be made only to long

term service retirecs or disability retirces whose household income falls below the
poverly level (exiremely low income) and shall not be funded from plan assets.

4. Place Addifional Limitations on Growth in Retirement Benefits i the Fiscal and Pablic
Safety Emergency Gets Waorse _
At any titne the city pension of retiree health care plans have unfunded ligbilities for pension
or retiree healthaare greater than those existing on June 30, 2010, the following limitations
shall be in effect for existing employees who have not opted into the benefifs program for

new employees, except upon priorapproval of the voters:

a.

b

e. Employees’ share of the costs to amortize any unfunded liubilities greater than those
© existing on June 30, 2019, shali be 50%, unless they have opted into the benefits
program for new employees.

Retirement benefits shall not cortinue fo accrue beyond the minimuom benefits
specified in the Charter, Ariicle XV,

Caleulation of benefit payments shall be based on a 3-year average as spi;ciﬁec‘i inthe
Charter; Article XV,

The age of eligibility for payment of service retirement benefits shall not be less than '
the retirement age specified in the Charter, Article XV, '

Benefits shall not be increased after retirement,

At any time the cily pension or retiree healthcaze plans have unfunded liabilities for pension , :
or retiree healthicare greater than those existing on June 30, 2010, bonuses, increases, or )
supplemental pension payments to retirees shall not be allowed, except upon prior approval

of the voters. — ‘ ;

These temporary ptovisions shall remain in effect untif the wnfumded liabilities have
 remained below the level of June 30, 2010 for three r_:onsecuﬁve years. '

5. Iinplementaﬁon Provisions

4.

All pension and retiree héeltheare plans must be actuarially sound and unfimnded |
Hahilities shall be determined annually through an independent audit nsing standards
set by the Goverment Accounting Standards Board. :

All of the above Charter amendments shall be severable but if any of the above
provisions ate ot become illegal. invalid or imenforceable as to existing employees,

. then the existing employees’ share of the costs to amortize any unfunded liabilities

shall be 50%, unless they have.opted into the benefits program for new employess.

If any of the above provisions are or become illegal, invalid or unenforceable as to
refirees, then all benefit enhancements or increases granted to retirees since the date
of their tetirement shall be eliminated,

Existing and new employess will continue to pay a minimum of 50% of the cost of
retiree healtheare, _



¢. The City Council shall retain its power to amend or change any refirement plans
under Charter sections 1500 and 1503 and no ordinances, agreements, policies or
. practices may eliminate that power without approval by the voters.

C. AMEND THE CHARTER IN ORDER TO REQUIRE VOTER AFFROVAL OF INCREASES IN OTHER

BENEFITS UNTIL THE EMPRGENCY HAS PASSED AND ESSENTIAL ServIcEs Have Been RESTORER

1. Preserve and Restore Essential Sexvices :
The following services are essential to the safety and quality of life for San Jose residents:
police protection, fire protection, street maintenance, libraries, and communify centers. Any

: m@W@ provided at or above the levels of Jamary 1, 2011, or

any time the ibraries, community centers, fire stations or police substation built OF nder
construction on Japuary 1, 2011 are not opesational, or any time the pension plans have
unfunded Habilities, the Mayor, the City Council, the City Manager, the other Officers of the
City, the Board of Arbitrators, and other arbitrators are prohibited from making or approving
any contract, memorandom, agresment, award, grant, decision, resolution or ordinance to'°
allow or require the City to do any of the following, except upon prior approval by the voters: -
a. Create or increase an unfunded liability for pensions, healtheare or othet post
employment benefits. ' :
b. Pay for unused sick Jeave or unuged vacation time, cxcept as required by state or
federal Iaw. ‘ .
c. Increase compensation for merobers of bargaining units afier contracts expire.
d. Give automatic step increases or other raises for time it the job that are not based on
petformance. ‘ : ‘ _ ,
e Use houts not worked in determining eligibility far overtime or for retirement
benefits. 7 _
£, Pay overtime to executive, professional, or administrative employees or to other
employees who are exempt from overtime requirements under the Fair Labor
~ Standards Act or who are otherwise exempt from the Act,

g. Pay workers compensation benefits for disability on top of disubility retirement
benefits without an offset 1o eliminate duplication of payments for the same cause of

~ disability.

h. Pay workers compensation benefits beyond what state or federal law require.

i, Alkow existing or former employees to make decisions to grant workers

- compensation ot disability benefits for existing or former entployees, ,

j, Calculate retirement benefits on any conipensation other than actual base salary paid
or years (2080 hours) actually worked for the City of San Jose, except as required by
state law,

k. Make layoff or rehiring decisions without considering individual employee
performance, : |

‘1. Pay for more than 50% of the increase in the cost of healtheare benefits,



D. QUTREACH TO EMPLOYEES :

Direct staffto meet and consult with bargaining units on these potential ballot measures. The
outreach plan should include 2 process to engage immediately with those unions willing to
acknowledge the retirement cost crisis and which desire to engage constructively with alternative
solutions. '

E. PrepaRE BALLOT MEASURE LANGUAGE ‘ '
Direct staff to return to Council on August 2 with bailot measure language 16 submit 1o the

Registrar of Voters for a possible election in November to change the Charter to implement the
above recommendations, 88 may have been modified through the meet and consult process, .

visions that are in conflict with express terms of negotiated coniracts in effect

at the time of voter approval shall be implemented on the expiration dates of those contracts,

F. SURVEY VOTERS ON POTENTIAL TAX MEASURES
Diirect staff to prepare to survey volers to determnine if iraplementation of these fiscal reforms
increases the level of support for a potential 1ax increase.

BACKGROUND

Over the past decade, vital city services have been reduced repeatedly because costs per- -
empioyee have grown diamatically. San Jose's unfunded liabilities for retirement benefits have
grown by billions of dollars and have driven up San Jose’s annual retirement zosts by more then
$150 million since 2000 ($63 million in 2000 to $255 million in 2011).

Last year we reduced our work force by 800 positions, down to 4200 general fund workers. Our
police and fire depariments today have about 2400 cmployees. Now we arg facing another buge
budget shortfall and are likely to have to cut another 600 positions, including police officers and
fire fiphters, dropping our general fund staffing down to 3608 positious. '

1f Jeft unchecked, by 2016 retirement costs will inerease, even using optimistic assumptions, 10
$400 million per year, That increase in costs will require additional staffing reductions that will
drive our general fund staffing down to 3000 employees.

Unfortunately, even greater increases in retirement costs are likely if actuarial assumptions - such
as life expectancy, retirement ages or rates of investment return - are modified by the retiresnent

boards 1o reflect modern conditions. As discussed at our study session on February 1,1 our
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Césts could also po up dramatically as new federal accounting standards ars adopted. For
‘example, the Governmental Accounting Standards Board (GASB) is currently considering
accounting rulés that would lower the permissible discount rate (Pension Accounting and
Financial Reporting by Empluyer.s'z}. That change could result in an increase in annual costs to

! yview the Counci! meeting online at http://seriiose. granicus.com/MediaPiaver.php?view id=22&clip id=4874. The
discussion regarding fature retirement costs is at 2 hours, 9 minutes into the meeting.

% The full report, Freliminary Views of the Governmental Accoumting Standards Board onmufor isstes refated lo
Pension Accounting and Fingncie! Reporting by Emplapers, is online at:

fitfpfiwash, orgles/CantentServer?e=Document C&mggg_mmemGASB%EF;;owmmLQ%QFGA.S[S_prme:rrPagg&
chd=11701 56838122, .




~ amorized unfunded Kabilities “by 150 to 200 percent above current levels.” {New Proposals for
Pengion Books, GASB's porentza! gecounting rules may clobber employers' budgeis, by G'Irard
Millar, Governing, May 20, 2010 4.

Additional huge cost increases to pay for unfunded lmb;htles would result in enormous
seductions in staffing, destroying our ability to proteet the public and preserve the quality of life
for the people of San Jose: Tf we fail to act, and retirement costs grow to $650 million by 2016,
the ranks of general fond employees will shrink down to about 1600 workers, Even though it is
- not the worst case scenario, dropping te 1600 general fund workers would have a devastating

impact orour city and leave us rviGes.

Neither we nor our retirees can afford to take the risk these costs will continue o escalate,
pushing the City or the pension funds-into insolvency, and putung the reduc’n on of rettremant
benefits in the hands of a bankirupfey judge.

We must take bold and decisive action to make the changes necessary to save our city from a
fiscal and service delivety disaster.

The Charter allows the Council to make changes to retirement benefits and we must exercise that

power: :
“...the Council may at any lime, or Jrom line 1o time, amend or otherwise ckange any
retirement plan or plans or adopt or establish a new or different plan or plans for all or any
officers or employees. " SECTION 1500

To 'make thase changes, o\xﬂmed in the recommendations above, a new section should be added
10 the Charter as ARTICLE XIX PENSION REFORM, FISCAL STABILITY AND PROTECTION OF
ESSENTIAL SERVICES, fo help stop spiraling cost increases, avert fiscal disaster, protect the
integrity of the retirement system, and put San Jose on the path to rebuild the police force, fully
staff fire stations, maintain streets, and keep libraries and commiunity centers open.

* These proposed fiscal reforms would not deprive employees of benefits that have been earned
and accrued, but they are reasonable and necessary to enable the city to pay for benefits that have
been eamed and acerued without destroying the city’s ability to protect public saféty and provide
. basic services for the people of San Jose. Our inherent power to make reasongble changes to the
- pension system, without taking away earned and acorued bensfits, in order to maintain the
integrity of the system has long been recognized by the California courts, '

Some of these fiscal reforms may impact expectations of increases in future benefits that are
viewed by some of our employees as vested and; therefore, unchangeable. Yet, these fiscal
reforms are appropriate, reasonable, temporary and necessary to resolve this grave fiscal crisis,
Thus, they are. within the constitutional range of power of the City to protect the vital interests of
our community, even if vested contract rights may be affected.

The fiscal emergency that we are dealing with requires action. Our power to act “to protect the
lives, health, morals, comfort and general welfire of the public” is recognized under the United
States and Cal:fomm Constitutions, even if contract rights are unpmred (see Declarations of

* Read the article at: http: / Fwww. governing.com
peusion-beokleeping. html



Fiscal Emergency; o Resurging Option for Public Entities Attempiing to Dealwith the Current
Economic Climate, California Public Law Journal, Vol. 34, No. 1, Winter 2011%.

Some people beligve that the pension crisis is imaginary, that we have only to wait yntil the
market goes back up and we’ll be fine. That's simply wishful thinking, The $155 million
payment to the tetirement funds the City made this year was not imaginary, The $250 million
. paymrent the city must make next figcal year is not imaginary, The hundreds of jobs that were
¢climinated this year were not imaginary. The hundreds of employees who will lose their jobs in
- the nexi fiscal year are not itmaginary.

of cbu_rse, ifmarket gains result in the issue resolving itself by June, as some assert, some of the
temporaty measures may not be necessary for very long. .

Placing these fiscal reforms on the baltot will allow the people of San Jose to decids these
aritiocal matters that will have a dramatic inspact on their qualify of life. :

? Qnline al www.catbar.ca.gov/publiclaw,
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SANJOSE _~  Memorandum

CAPITAL OF SILICON VALLEY

TO: CITY COUNCIL FROM: Mayor Chuck Reed.

SUBJECT: JUNE BU "ME
FISCAL YEAR 20112012

Appro{red: % Q,LL {i (A>

: RECOMMENDATIGN

I reao;mmnd that the City Council 'and Redevelopment Agency Baard

1. Approve the direction outlined in this memorandum for purposes of adopting a final budget
for Fiscal Year 2011-2012.

2. Direct the City Manager and the Redevelopment Agency Executive Director fo hnpléraent
- the steps outlined in this memorandum to prepare for closmg the projected budget shortfafl
for Fiscal Year 2012-2013.

3. Adopt a resolution authorizing the City Manager and the Redevelopment Agency
Executive Director to negotiate and execute agreements for projects approved in the
Mayor’s Budget Message when amounts exceed the City Manager s or Executive
Direcior s existing confract anthority.

4, Authonze the changes proposed in the following Manager’s Budget Addenda and
incotporate them in the Adopted Budget, exceptin cases where the Addenda are
superseded by the contents of this Budget Message.

MBA¥ TTTLE

6  Recommendation on the Proposed 2012-2016 Cap1ta1 Improvement Program
8 Tier 2 Police Sworn Contingency Plan -
9  Recommendation for the 2011-2012 Capital Budget for Sharks Ice at San Josc
10+ HP Pavilion at San Jose Capital Budget Recommendation

11 2012-2016 Proposed Capital Improvement Program - Water Pollution Commi

Public Art Altocation

13 = Planniog Expedited Coordinated Review Fee
16 Arena Awthority Funding _
17  Office of the City Manager Staffing Reorganization
19 Mexican Heritage Plaza Funding
20 - Solid Waste Enforcemeént Fee and Code Enforcement Staffing
23 Team San Jose 2011-2012 Performance Measures
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25  Incentive Program Exploration for Tenant Improvements of Existing Buildings
27  Bascom and Edsnvale Community Center Reuse Update

30  Medical Marijuana -

31  Fire Department Expedited Inspection Fee

33 Senijor Nutrition Program Transition

35. Strong Neighborhoods Initiative -

36  Legal Services - Environmenta! Services and Public Works Capital Projects
37  ESD Treatment Plant ~ Capital Limit Dated Posﬂmns

38 Entexpnse Zone Program

dicativn Alteriative Service DeRvery Proposal
40 2012-2016 Proposed Capital Improvement Prograin - Public A_rt Allocations in
Various Programs
41  Alternative Service Delivery Proposal - Parks, Landscape, and Custedial
Services
43 Development Services - Workmg at the Speed of Business
.45 . SAFER Grant_
47  2011-2012 Rebudgets/ Clean—Ups

INTRODUCTION

Ovet the Jast decade, San José has had 10 straight years of escalating budget shortfalls,
Throughout this decade, our costs per employee have continued to go up - both in years when our
revenues vose and when they shrank. Wages, healthcare costs, and other ¢osts have increased over
the past decade, while City services have ‘been reduced.

‘The single biggest expense has been the growth in retirement costs. San José’s unfunded lizbilities
for retirement bepefits grew by billions of dollars, driving up the City’s contributions to the
retitement system by more than $190 million since 2000 (363 mﬂlmn in 2000 to $255 million in
2011). . o

Unforfunatzly, the huge increase to fund reticement costs to daté is just beginning, Using the most
optimistic assumptions, retirement costs, if left unchecked, will inctease to $400 million per year
by 2016 - or almost 30% of the General Fund - and will continue to go up for another 10 or 15
vears. Fven greater increases in retirement costs are likely if actuarial assumptions, such as life
expectancy, retitement ages, or rates of investment return, are modified by the retirement boards
that are independent from the City and have ﬁducmry obhgatmns to modermze assumpuuns and
kee the plans solvent el
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Preparing to Close a $100 Million Shortfall in 2012-2013

¥ want to-thank our entire workforce for giving up ter percent in tota! compensation. Irealize that
itisa signiﬁcant sacrifice for our employees, but is has allowed us to save hundreds of jobs and..
criticsl services throughout the community,

Last year we reduced our workforze by 800 positions, down to 4 200 General Fund: employees
With this budget we have to cut another 600 positions, including police officers and fire fighters,
dtoppmg our General Fund staffing down fo 3,600 positions.

Due pmnmly to another huge increase in retirement costs next year we expect at leasta $78
million shortfall. That number is highly likely to grow by $20 million or more when the retirement
boards consider the recommendations from their actuarics and set the retirement contribution rates
for 2012-2013. As a resulf, a vear from today we will be faced with cutting hundreds wore jobs
and once again rsutting vital City services to close a §100 miltion shortﬁ'a]l.

Such cuts are unaccepiable, but they can be avoided if we get control of vur rising expcnses and
overhaul the way San José provides services, The City Cowneil’s action on May 24%in approving
the Fiscal Reform Plan gives us the road map to get there, but most of the savings from retirement
teforms are anlikely to be achieved in time to help us in 2012-2013, leaving us with a limited
menu of options to close a $100 million gap in 2012-2013 without cuiting services:

» Asset sales and other one-tlme funds
($25 million)

e Fiscal reforms: SRBR, sick Jeave, workers compcnsatlon vacation
{$16 million in 2012 per the Fiscal Reform Plan}

o Tax increases
($36 million per the Fiscal Reform Plan)’
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= Contract out additional services
{$260 million)
¢  Increase employecs cost share for unfunded pension hablhues
($20 million in 2012-2013 for craployees without contracts)

o Tiscal reforms: overtime and retiree healthcare
($15 miﬂlcm per Flscal Reform Plan in 2013-2014, could be accelerated)

. In order to prepare for the 2012-2013 budget and allow potential savings to be considered by the

City Council as part of the March 20T2-2013 Budget Message, | recomraend We difoct tic stalf ©©

"accelerate he process Tor asset sales and dccelerte the analydls 6f contracting out opportunities in
addition fo the other recommendations in this Message. In combination with the implementation
of the Fiscal Reform Plan and the other recommendations in this Message, we could avert the nieed .
to cut services in 2012-2(}13

B GROUND .
Community Budget Survey

Since taking office in 2007, we have worked closely with neighborhoods and residents to obtain
their input throughout the budget process each year. This year, we surveyed more than 900
residents about their budpet priorities survey and held meetings at which hundreds of residents
gave input on service priorities and different budget scenarios. Residents were asked to indicate
which strategies the City should pursue. The chart below summarizes residents” preferred
approach fo balancing the budget. . , .

{5t Priorfy O 2nd Priorly |

Reduung Clty amploysa’s compensation |
anhd refirement banefis

Reducing sxisting City senices 13

Raizing addtiona revenie,

A%
icuding taxes or fees :

1] 20% 4% O

Residents were also asked theif thoughis on potential reductions in this year’s budget. A majority
of respondents foond it "somewhat" or "completely” acceptable to make thc foHowing potential
reductions in spending:

Reducmg public information desk hcurs at the police station, {74%)

Reducing the number of days or hours that community centers are open. (67%)
Deferring the opening of the newly constructed South San José Police Substation. (65%)
Reducing the number of park rangers for the City’s regional patks, (63%) '
Reducing money the City gives hon-profits and chavities to support their services. (63%)
Reducmg the number of days that libraries are apen. (61%) A

o # = % » 8
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cichborhood Association and Youth Commission Priorily Seffi ession

At the Fifth Annual Neighborhood Association and Youth Commission Priority Seiting Session,
more than 100 residents spent 3.5 hours prioritizing City services. Participants were comprised of
members of the city’s neighborhood associations, Neighborhood Commission, and Youth
Commission. : ‘

~and $Ervices
considered to have other funding possibilities (such as donations from corporations or local
businesses and philanthropic or government grants) or those that residents thought could be
addressed with volunteers, _ , :

Residents were relactant to cut police and fire resources, but were willing fo look at efficiencies..
For example, residents did not want to eliminate any more fire engines, but they were willing o
reduce staffing on fire trucks from five to four personnel. Services that affected quality of Life and
services which citizens could not do on their own were top priotities for residents. Residents
prioritized code enforcsment, pavement maintenance, libraries, community centers, and anti-
graffiti staffing. __ ' ,

" 2011 Comnunity Budget Meeting Summary

Commuimity budget meetings were held in each Council District to provide residents with an
opportunity to leam about and discuss the budget. An cstimated 300 people attended to speak
directly to and share their thoughis with the Mayar, their Councilmember, and City officials.

Most of the questions centered on pension reform. Residents wanied to better understand the
pension problem and ways it might be fixed.

Residents’ concerns also focused on quality of life issues. Throughout the City, residents stated
that libraries, community centers, and school Haisons should not be cut from the budget.
Participants were interested in outsourcing City jobs, but had frequent questions about the potential
outsourcing of graffiti abatement and whether volunteer programs for graffiti abatement would
continue if the program was contracted out, Residents asked if vohmteer programs could be

expanded to other areas such as school crossing guards and library staffing. -

Attendees also shared numerons ideas for cutting costs, inchuding making City facilities more
energy efficient, cutting the number of City vehicles, and reducing crossing guards. Participants
glso suggested revenue enhancements such as placing a tax-increase measuss on the ballot and/or
increasing certain City fees. A few attendees supgested increased audits of City government to
find more efficiencics and costs savings. -

INVESTMENT AND REBUCTION STRATEGIES
1. Neighborhood Services and Public Safety

a. Maximize Police Officers on the Streets: A significant priority should be that the Police
Department staffing model continues to evolve and emphasizes maxinizing the number of
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police officers on the streets and in the neighborhoods. This is especially important given
the magnitude of reductions that will be implemented in 2011-2012, and critically .
impartant as the Police Department prepares for 2012-2013 and the connmled escalation in -

personne! and retirement costs.

~ The City Manager is diredted to issue a plan by no later than January 2012 to the City
Council, through the Public Safety, Finance and Strategic Support Committee. The plan
should amlyze and dwcuss the currcnt state of the Pohce Department, review the

— howadlﬁemnpie goak

number of officers on the streets and covering the increase.in department personnel cOsts..
The plan shall consider, at minimuom, management strategies such as span of control, unit
consolidations, use of collateral assignments for specialized units; command staff
reorganization, and use of reserve officers and potential use of community service officers.
1t shall also explore cost recovery for services provided to other jurisdictions and more
strategic use of regional taskforces that may reduce our operating costs.

According to the City Manager’s Budget Office, the 2010-2011 third quarter Sales Tax
receipt should be available within two weeks, If actual receipts are above estimated levels,
the City Manager is directed to itnmediately bring forward a Manager’s Budget Addendum
to fund as many additional Police Patrol Officers as possible as part 0o£2011-2012 budget
adoption consideration, ) ,

Staffing for Adequate Fire and Emergency Response l(SAIt‘ER) Grant: During these
challenging budget times, the City shonld serionsly evaluate every opportunity to leverage
grant finding to support critical public safety services, Through a $15 million grent awerd

- from the Federal Emergency Management Agency (FEMA) and Department of Homeland

Scourity (DHS), the City has an opportunity to restore 49 ﬁreﬁghter positions in Fiscal

" Year 2011-2012. This would allow the Cltyto fund the 5 engine COmpany subgect for
. elimination on July 1, staff an additional engine or track company, preserve the engine

_company stationed at the ‘Afrport, and add 7 relief firefighter positions, While the grant

award does carry certain conditions, FEMA has provided the City with significant
accommpodations and flexibility to help minimize the risk of accepting the award, The City
Manager is directed to accept the Staffing for Adequate Fire and Emergency Response
{(SAFER) grant award and froplement the budget amendments outlined in MBA #45.

Library Branch Hours Restoration: From Bond measures to library parcel taxes, San
José residents have voted to support their branch libraries. The proposed budget reduced
library service to three days per week. This level of service would adversely affect
thousands of residents. I recommend that we restore services to our branch Libraries to 4
days per week as Counciltmembers Herrera and Rocha have recommended. Ja bleak
economic times, libraries see a significant increase in usage, which makes them an essential
service for our residents. The City Manager is directed to aliocate net $3,634,000 to restore
a day of branch hbxary gerviee to the Library Department, Fanding for these hours shounld
come from other savings identified in this' Message and from $1,000,000 in ﬂze Library
Parce] Tax Unallocated Reserve. )
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Senior Nutrition and Wellness: The Senjor Nutrition Program provides healthy meals
and social activity to San José’s elderly residents. Through this program, seniors receive
nutritions meals and social interaction that prevents them from being isolated. Together
with the many social services that support this program, seniors are able to live more active
and independent lives. The City, in collaboration with the Senior Nutrition Task Force, has
accepted a recommendation that will maintain sexior nuirition sexvices at the 13 current
City sites for 2011-2012 at a level of $550,000. This program will be offered vnder a new
aodel in 20112012 with support from the City, County of Santa Clara, and coromunity-

base izations,-Several. Councilmenby ed additional funds to continue

- welmess programs for CBO and City operatioﬁé.- The City Manager is directed to allocate

$400,000 from the temaining HNVF Competitive Fund to fund scnior wellness.

FPurther, Vice Mayor Nguyen and Councilmember Liccardo have requested that the City
ensure that every City-owned center with a Senfor Nutrition program also has Ciiy staff
support and coordination to provide socialization services to seniors, as well as to

* cootdinate volunteers, non-profit providers’ schedules, and keep close communication with

neighborhood groups. The City Manager is directed to fund 2 full-time Recreation
Specialists from savings identified in the Message.

Fire Apparatus Replacement: Maintaining adequate funding for replacement of Fire
Apparatus is necessary to preserve the safety and effectiveness of Fire Rescue and Medical-
Services throughout the City. After further review, it was determined that one of the Fire
Apparatus scheduled for replacement will berefit Community Development Block Grant
(CDBG) eligible arcas. Thetefore, the City Manager is directed fo use $550,000 of CDBG
funds for the purchasc of one Fire Engine and reduce the General Fund Fire Apparatus
Replacernent appropriation to fund other costs identified in this Message. '

Downtoﬁn Nightlife: Direct the City Manager and City Attorney to continue to develop
an ordinance to amend Title 6 - Public Entertainment Ordinance to authorize a change in
fhe fee methodology for the Public Entertainment Business Permit charged to public

_ enteriainment businesses and parking lof owners operating in the Dovmtown Enfortainment

Zone to include costs related to police enforcement of the Public Entertainment Permit
Otdinance. This should be brought to the Community and Economic Development
Commiitee in the fall and be in place in time to genetate funds for the 2012-2103 budget.

Tn 2009, the City Council approved a new Bntertainment Zone Policing Model (EZPM) and
Cost-Sharing Model; however the cost-sharing model has not yet been implemented for &
variety of reasons. ‘The new EZPM has been in effect for two years, already saving nearly
$300,000 annwally. Savings bave been realized by increased business commitments to
funding additional private security, increased collaboration between the City and nightlife

‘businesses, and increased server training for all nighttife business employees. The EZPM

has had a successful start and has been well received by downtown residents, businesses,
and visitors,

Foreclasure Fines: San José currently has a zero tolerance approach for lendérs that do
not keep their foreclosed homes up to code. This approach means banks are cited for the
first violation and fined if the problems are not immediately rectified. The Code
Enforcement Officer positions refnstated in this Message will allow for the Department of
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Planning, Building and Code Enforcement to be proactive in 1dent1fymg and fining lenders
that allow foreclosed propertics o become blighted. The City Manager is directed 1o _
continue these efforts with the additional Code Enforoement Officers that are added in this

Message,

Downtewn College Prep: The City Manager is directed to extend the current Downtown
College Prep loan repayment approved in Fiscal Year 1999-2000 for an additionat two
years. Downtown College Prep opened asa charter high school in 1999 wﬂh a City starfup

College Prep gmduates have been admitted to four year cclleges The City Manager is

oty

L.
3

further directed 1o review npporimmnes through ineennves to &ucourage development of an-

. eastside campug,

Bowntown Holiday Events anding: Christrnas in the Park and Doﬁmtown Iee bring.
more than half million people to the Downtown each year, creating a total esonomic impact
of $15.8 million. Both events lost City and Redevelopment Agency funding of more than
$300,000. Commcilmember Liccardo and Lare currently working to rajse private-secior
funds for these events, and both the Downtown Association and the Christmas in the Park
Board have engaged in private fundraising, Both all-volunteer boards nced additionat time
to “ramp up” io be able to sustain the new service models. The City Manager is directed to
allocate $100,000 to support these events. $25,000 should come from thé General Purpose
Parking Flmd and $75,000 should come from the Irtegrated Waste Management Fund to
support these Zero-Waste events and educate the community on reducing waste.

Park Rangers: Park Rangers are key to helping keep our regional parks safe and clean. ‘
Councilmembers Liccardo, Herrera and Pyle have identified a need and have requested :
additional support for our Trails, Guadalupe River Park, and Lake Cunningham, The City

Manager is directed to add two additional Park Rangers ($185,000) to be finded from

savings identified in this Message. - The Park Rangers will retain the flexibility to deploy

throughout our park and trail system with an emphasis on the patks and trails identified by
these Councilmembers.

Lake Cunningham Skate Park and Marina: The Lake Cimningham Skate Park and
Marina provide valuable recreation opportunities to-the residents of District 8. Users of
these facilities understand the need for budget reductions and are pursuing private
fondraising efforts to support the Skate Park and Marina. Councilmember Herrera has
requested one-time funding to allow services at the Lake Cunningham Skate Park and

Marina to temporarily continue wntil the fall to give the supporters an opportunity to

fundraise during the summer peak season. The City Manager is directed to allocate
$117,500 to support these efforts from cost savings identified in this Message.

Anti-Graffiti: Contracting out Graffiti Abatement provides the City with an opportunity
to bave an enhanced Jevel of service at a reduced cost. We will save approximately

$613,000 with this proposal. In addition, all graffiti will be eradicated within 24 hours,

digital photos will be taken before and after the graffiti is cleancd up to help support law
enforcemnent ¢fforts, exact paint matchmg will be provided for eradications, and residents
will receive real time communications. By retaining 3,75 City positions, the Depamnentg of
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Recreation and Neighborhood Services will continue its programs that provide
opportunities for community involvement/volunteer coordination and enforcement. The
City Manager is directed to adopt MBA. #39 and allocate the additional savings to fund.
other additions contaired in this Message. : '

m.. Airport Police Serviceé: In May 201G, the City Council appmved the Airport’s
Competitive Strategic Plan, which included direction to evaluate alternative methods of
fver i e Afrport’s cost per enplaned passenger, including

delivering services that conld rednce the
. sonsideration of more.cost-effoctive methods for providing law enforcement services at the

Airport, The Airport received nine proposals for contract law enforcement services and an
evaluation panel representing City.staff, the airlines, and other airports evaluated and
scored the proposals, and found the Santa Clara Sheriff's Office as the proposal fo be most
advantageous to the City. The Sheriff’s proposal costs $§4.4 million annually, whichis a
reduction from the 2011-2012 Proposed Budget annualized San José Police Department
cost of $5.4 million. By Jasuary 31, 2012, the remaining staffing in the Airport Police
Division is scheduled to be eliminated. The City Manager is directed to consider a hybrid

" security system at the airport that could ntilize some San José police officers. Specifically,
the proposal should analyze whether or not a hybrid system could mitigate any chalienges
in eoordination and be brought to the Public Safety, Finance and Strategic Support

. Committee. Additionally, any savings generated from the passage of potential fiscal
seforms on the Novermber balot should be considered to keep Airport security under the
San José Police Department. (BD¥ 44 Constant) '

n. Regional Public Safety Comnmnications: San José has a long history of support for
improvements to the commumications systems for police, fire, and other first responders.
Whether it is the possibility of amajor earthquake or other natural disaster, or the potential
of an attack on Silicon Valley's vital high-technology, defense, and econgmic
infrastructure, our region bas long been at risk.

Since late 2010, representatives from many of the 10 Bay Area counties and a mumber of
cities have worked together to dovelop a Joint Powers Authority (JPA) to govern the “Bay
Area Regional Interoperable Communications System (BayRICS).” BayRICS would be
poised to provide governance and structure at the regional level whea this moves forward.
I recommend finding for participation in the BayRICS JPA and for part-time staffing
support to cortinue work with the City Manager and Mayor’s Office o this program
through Deceémber. The City Manager is directed to allocate $74,000 towards these effoits
from savings identified in this Message. '

o. Code Enforcement: The proposed budget eliminates three General Code Enforcement
Inspectors. Should this happen, the City’s ability to respond and assist with neighborhood
quality-of-life conplainis will be seversly compromised. In addition to the Code
Enforcement Officer add outlined as part of MBA #20, the City Manager is directed to
reinstate another General Code Enforcement Inspectors at a cost of $116,000 to ensure .
timely response to neighborhood quality complaints and proactive code enforcement
services are confinued. Funding should come from other savings identified inthis
Message.
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p. Crossing Guards: The safety of our school children remains a top prictity for San José
- residents, as well as the City Council. During meetings with superintendents at the

Schools/City Collaborative, the superintendents stated that this was the most important
service the City provides for the schools and is their Number One priority. The City
Manager has recommended savings of $353,000 by eliminating low pricrity intersections.
Transportation Index studies and traffic counts don’t always tell the full story about safety
at intersections. The City Manager is directed to allocate $75,000 to staff additional
priotity intersections. The City Administration should work with and seek input from

_ Council Offices and Schools on potential locations

¢. LaRaza Study: La Raza Roundtable is in their second year of addressing the problerns

© - involving the overrepresentation of Latinos in the Criminal Justice, Juvenile Justice and
Juvenile Dependency Systems within the City of San Jusé, Since the beginning of their
efforts, the Police Department has reviewed and changed their tow policy, the District

~ Attorney’s Office has reviewed and is considering changes to their policy on prosecuting

unlicensed drivers, échool supetintendants are re-evaluating their zero tolerance policies
arotnd student discipline, and Juvenile Probation is in the processiof evaluating their practices
reparding violations of probation. The City Manager is directed to allocate $50,000 from
savings identified in this Message to continue these ¢fforts and match funding from Santa
Clara County. ‘ _ S :

r. Safe Schools Campus Initiative (SSCI): The Safe Schools Campus Initiative Prograi is -
a partnership between the City, School Districts, Police Departient, and County Probation
and addresses youth related violence at schools as part of the Mayor’s Gang Prevention

‘Task Force, The proposed SSCI program reductions will result in the elimination of this
program &t middle schools. The City Manager is directed to allocate $302,424 to restare
this service. . - :

s. Chaplaincy Program: The San José Police Department Chaplainey Program involves
more than 20 volunteer chaplains and citizens who pravide support services to police
officers, their families, and citizens in times of need. Services include crisis counscling,
and support for events such as graduations, trainings, and fimerals. The City Manager is
directed to appropriate $20,000 for this program. :

2. Community and Fconomie Development Services

a. Santa Clara Valley Habitat Conservation Plan: At the March 3, 2011 Study Session,
several concerns were raised regarding the scale and the costs and modest benefits of the
proposed Plan, As it is currently written, the proposed Plan puts San José in a position of
competitive disadvantage with cities of the Silicon Valley that ave not part of the Plan. The
City Manager is directed to suspend support and funding for the Plan after the EIR is
certified, and until such time as the costs and benefits are reassessed and an effort to
develop a more regional Plan is achieved. ’

b. Sign Ordinance Planner: The comprehensive update of San José’s 1992 Sign Ordinance
is a work in progress. Several amendments have been approved by City Council. Atthe
February 2011 Budget Priority Study Session, the Sign Code update was ranked as a top
pricrity by the City Council. The City Manager is directed to add 1.0 FTE Planner at a cost



June Budget Message for Fiseal Yaar 2011-2012
June 3, 2011
Page 11

of $129,000 to work exclusively on the revision to the Sign Ordinance and complete the
revision for City Council review in fall/winter 2011, and then on other ordinances of
highest priority to the City Council. .

c. 1% Public Arvt Fand: City ordinance giding the 1% public art requirement far City
capital improvement projects excludes the cost of rehabilitation or maintenance, seismic
retrofits, site remediation, acquisition or installation of equipment, and: environmental -

‘review. Public art funds should be prmrmzcd for pro_lects that are integrated info the City’s

forp-term planming inftativ ; ; al-destinations, high-traffic

~{FARSpOTtEtion coTHdoTs, pefﬁﬂnah“ﬁé" ‘zﬂmﬂﬁw—gmiﬁmg“ﬂm—ﬁc City~
Manager and City Attorey are directed to review and report back to the City Council
before funds are spent for art at the Water Pollution Contro} Plant to ensure that all such
spending complies with the Ordinance. Also, the Public Safety, Finance and Stratégic
Support Committee should annuaﬂy review funds appropriated for art before the dollars are
spent,

d, Ofher Cost Saving Opportunities: Potential additional savings exist in the following line
items. The City Manager is direcied to reduce the General Fund Public Art Maintenance -
and Cultural Affairs non-personal/equipment funding by $100,000, liquidate the remaining
$135,000 Arts Relocation balance in the Transient Occupancy Tax Fund and redirect
$50,000 towards Public Art Maintenance in the Transient Occupancy Tax Fund, reduce the
General Fund Convention and Visitors Bureau Marketing Bodget by $100,000, reduce the
Mayor’s Education Programs by $136,000, reduce the Mayor and City Council Travel by
$25,000, reduce the Green Vision 2010-2011 rebudget by $171,000, reduce the Energy
Efficiency Program by $100,000, and reduce unemployment insurance funding by
$960,000 through the testoration of positions in this Message.

¢. Team San Jose: The City Manager Is directed to work with Team San José onaplanto
achieve 10% total compensation reductions for Team San José employees.

3. Strateglc Support

-a. Boards and Commissions: Potentisl savings can be achieved by reducing fimding
allocated to City boards and commissions. The C1ty Manager is directed to reduce the
following appropriations to generate $50,000 in savmgs to fund reinstatements identified in
this Messags. o ‘

s Reduce the Blections Commission funding by $30,000
e Reduce the Civil Service Commission funding by $6,000
* Reduce the Planning Commission funding by $14,000

The City Clerk is further directed to work with the Rules Committes to review all
commissions for opportunities to achieve savings through consclidation or elimination.
This should be brought to the Rules Committee duxing the fall,

b. Retirement Reform Electmn. There may be a need for an election this November to deal
with Retirement Reform. A retirement refon election later this year may have a reduced
cost due to the likely possibility of being on the same ballot as a possible statewide election
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on revenue measures. The cost for a stand glone election is estimated to be $3.4 million.
The City Manager is directed to allocate funding for a potential November election from
savings identified in this Message and utilize $600,000 from funding already allocated to
support 2011-12 elections for a net cost of $2.8 million. Any savings from election costs
being Jower than anticipated should be directed to the 2012-2103 Future Deficit
Elimination Reserve. o '

o—City At s Off
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where legal services can be modified to meet budgeted staffing Jevels and report to the
Rules and Open Government Comumittes in Yanuary. These efficiencies and modified
dutics will be detailed in the 2012-2013 March Budget Message. The City Attorney’s
Office should also bring to the Rules and Open Government Committee a discussion of
workload priorities. Futther for this current year, the following staffing additions are
recommended. - -

i, Envirommental Services and Public Works Capital Projects: The City Manager is
' directed fo restore 1.0 Senior Deputy City Attortiey and 1.0 Legal Analyst to support
the 5-year Watet Pollution Conirol Plan Capital Improvement Program and the 5-
Year Sanitery Sewer Capital Improvement Program. These programs will support
this funding. ' ,

i,  Medicinal Marijuana Tax: The City Manager is directed to restore from the
medical marijuana tax revenue 1.0 Senior Deputy City Attorney, .5 Deputy City
Attorney, 1.0 Legal Anatyst, and .5 Legal Administrative Assistant. Potential legal
challenges related to the Medical Marijuana Regulatory Program are unknown at this
time. As these positions are funded through a general fax, they can and shoiild be
used to assist in offsetting other Attorpey’s Cffice reductions.

iii, Redevelopment Agemncy Support: The Redevelopment Agency Executive Director
' . is directed to fund and the City Manager is directed to restore 2.0 Senior Deputy City
Attorneys, 1,0 Legal Analyst, and 1.0 Legal Administrative Assistant,

iv.  Fiscal Reforms Funding for Ourtside Legal Counsel: Outside legal connsel is
" required for work on the fiscal reforms. The City Manager is directed to allocate
$150,000 for this. This funding should come from the Mayor’s Office rebudget
funds. o ' ,

v, -Workers Compensation Staffing: To provide additional support so that workers
compensation service may be performed, the City Manager is directed to fund
$170,000 fo restors .5 Deputy City Attorney and .5 Legal Administzative Assistant.

d. City Clerk’s Office: The 2611-2012 budget proposes fransferring some current
Redevelopment Agency administrative functions to the Office of the City Clerk. These
inciude agendas, minutes, xecords, human resources, and payroll and benefits, To assist
with these duties, the City Manager is directed to add an Analyst IT position ($133,700) to
the City Clerk’s Office which will be funded through the RDA support services fuad. To
further minimize costs in the City Clerk’s Office, the City Manager is directed to replace



June Budget Message for Fiscal Year 2011-2012
June 3, 2011
Pageld =
 the current Staff Specialist position with an Account Clerk If position which would better
match current assignments and save an additional $25,000. '

e. Cost Control Measures: In light of the severs financial challenges facing the City since
2001, T want to stress the importance of continuing to adhere to tight cost confrol measures.
These actions are necessary to ensure the overall fiscal health of the General Fund as well
as other fands. All City Council Appointees are directed to closely scrutinize ail spending
ta determine if those expenditures are absolutely necessary. Cost control categories

- .c*._rmﬁt{ly«in»piaeanﬁnua»andfbngthened.tdihmtent.p.esgibla,iggluglg: _

Hiring Freeze Exemptions/Position Reallocations
Overtime Expenditures

Consultant Expenditures

Marketing Expenditures ‘

Meal Expenditures/Reimbursements

Office and Space Renovations

Technology Expenditures ' _
Travel that Requires an Ovemight Stay or ag Airplane Trip
Vehicle Purchase/Replacement

H_I‘.CCQUOO

4, Transportation ;md Environment

2 Environmental Services Department Review: During the Budget Study Sessions,
Courcilmember Chu raised concerns about staffing levels in the Environmental Services
Department. ‘The City Auditor is directed to add a staffing and management audit of ESD
to her workplan for 2011-2012 with special focus on how ratepayer funds are used (Le.
Sewer, Storm Sewer, Water Utility, and Recycle Plus). Budgetary decisions in these funds
have a consequence for and responsibility to the ratepayers. This andit should alse include
reviewing the Water Pollution Control Plant rehabilitation project for opportunities to
reduce the cost of the project, expediting the project, and creating savings for rate payers.
Farther, the City Manager is directed to work with a Treatment Plant Advisory Commifige
(TPAC) subcommittee which includes technical staff of TPAC members, to extensively

review the Water Pollution Confrol Plant rehabilitation, ‘

5, Redevelopment Agency

. The Redevelopment Agency has been impacted by actions in Sacramento, the deep local recession,
and the drop in assessed values that have significantly threatened the Agency’s ability to operate.
With significantly reduced staffing and funding capacity, the Agency must focus time and )
resources on generating jobs and tax increment and meeting our existing obligations, If the State
decides to terminate redevelopment agencies, the City Council will have to reconsider how this
critical work gets accomplished. .
a. Redevelopment Agency Budget Principles: These are extraordinary times for the
Redevelopment Agency. To help ensure the Agency’s future fiscal health, I am proposing
the-Agency Board adopt the following Budgst Principles. _ :

+ Develop budgets in accordance with the Agency Board's approved budget priorities.



June Budget Message for Fiscal Year 2011-2012
June 3, 2011 .

Fage 14

s Conduct and report to the Agency Board semi-annual reviews of the Agency’s budget,
debts, cash flows and impacts on prospective capital and operating budgets.

»  Annyally review and report to the Agency Board sources and uses of funds projections
and assumptions. : o :

e  Consistent with applicable federal and state laws and guidelines, prohibit use of tax
increment revenues for non-redevelopment operating expenses including building and
infrastructure maintensnce and non-redevelopment related costs such as staff and other

cosls Tot ditectly oF fdirectly atributed to Tedeveloprment activities and programs:

o One-lime resources should be Used to pay down long-term debt, establistrand/or-

increase Agency reserves for economic development, or fund capital related programs
and projects. :

o Discuss issues of concemn jointly with the City on a regular basis and bring these issues

- to the City Council’s aitention as appropriate. Operating expenses should be funded
through tax increment or other ongoing revenues. ' '
e« Focus Redevelopment budgets on eliminating blight through job creation,
retention/attraction of jobs, and projects/programs that generate tax increment.
« Implement reserve policies inchuding: _ ‘
" & FEstablish and maintain an economic tmcertainty reserve at a minimum of three
" percent of annual tax increment revenuss. : _
o Review reserve funds annmally to determine they are at appropriate levels.
s+ Seta priority for long-term debt to finance redevelopment projects.
e Before issuing additional long-term debt, determine that actual and projected annval
revenues are sufficient to fund the Agency’s existing senior, junior and subordinate
annnal debt payment obligations. ‘ ‘ .

Redevelopment Agency Employees: The Agency Board has already approved a policy of
two weeks severance for every yeat of service with a maximum of 26 weeks for prior
Agency employees. In the event that the Governor’s proposal to eliminate Redevelopment
is successful, ¥ recommend that the Agency’s employees have the same severance
consideration. Also, the Executive Director is directed to implement 10% ongoing total
compensation reductions for Agency employees.

Center for Employment Training (CET): CET provides thousands of San José residents
with crucial job training skills ranging from culinary arts to solar panel installation. In
2008, the Executive Director of CET applied fora $3 million federal prant under the
assamption of additional funding from the Redevelopment Agency, However, due to the
financial difficulties of the Agency, the money was never budgeted nor subtitted for
Bogrd apptoval. In September of last year, CET received word that they had obtained the
federal grant. Without the Redevelopment Agency matching funds, CET will likely lose $3
million in federal funding that will serve needy residents and blighted neighborhoods, as
well as an $800,000 commitment from Sun Microsystems. There is currenfly funding in
the Economic ncertainty Reserve to assist with potential impacts from JP Morgan ot
lower than projected assessments. The Redevelopment Agency Executive Director is
ditected to allocate funding to CET should adequate funds remain in this reserve once the
impacts Fom JP Morgan and this year's gssessments are known. ($950,000, BD #51)

‘Washington Area Strong Neighborhood Tmprovements: The elimination of neglected

infrastructure at the Alma Senior/Youth Center will rexove a source of blight that has
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attracted drug use and crimainal activity. In addition, over 6,000 hours of volunteer time
from Sapta Clara University will be secured to assist residents in planning and
implementing beautification/blight removal activities and programs to improve the quality

- of life in the neighborhood. Volunteers will 2id in facilitating various activities such as

neighborhood clean-ups, anti-greffiti and litter projects, cnergy efficiency events, and
commmmnity engagement through surveys, planning workshops, and services and outreach
projects. The Redevelopment Agency has funded $90,000 for this project. The City

Maz cer ie dipected 1oa 1afe 1 ' 0

pY101) AT O 1550

—year-end-clean ups-memorandum. {RDA-$90,000)
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Administration’s June 21, 2011
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Calle Willow Business Improvements: Funding for the Calle Willow Business District
Banner Installation and Beautification Project will provide for the continuation of the
Banner program. This project includes the relocation and installation of signs and new
overhead street name signs; the installation, replacement, and repait of new banners; and
the restriping of existing street markings. These improvements establish an environment
that promotes community and economic development by markefing the Neighborheod -
Pusiness Districts and ensuring an acsthetically pleasing environment. The Redevelopment
Agency has funded 520,542 for this project. The City Manager is directed to appropriate
this money as part of the Administration’s June 21, 2011 year-end tlean ups memorandum.
(RDA $20,542) :

RDA Support Funding: The RDA Budget includes $250,000 for City support éervices
and $100,000 for rent. The City Manager is directed to accept those funds and use them to
fund reinstatements included in this Message. : -

6. Preparing for Fiseal Yesr 20122013

Future Deficit Reserve: Based upon changes proposed in this Message, as part of the
2010-2011 Annual Report, the City Manager is directed to complete a final reconciliation
fo determine the impact on the City’s annual retirement and unemployment confributions.
Any additional funding should be set aside in & 2012-2013 Futare Deficit Reserve in order
to mitigate future impacts of the projected $78 million shorifall for 2012-2013.

Snspend General Fund Ending Fund Balance Policy: Our current General Fund Ending
Fund Balance Policy provides that any excess fund balance shall be divided equally
between unmet/deferred infrastructure and maintenance needs and a resexve to offset any
projected deficit for the following fiscal year, Given next year's deficit is projected to be
approximately $78 million, I recommend that any excess ending fund balance that may be
available afier the close of the 2010-2011 fiscal year be allocated entirely to the 2012-2013
Future Deficit Reserve. ,

Strong Neighborhoods Juitiative Fuhding: The City has 2 wide range f proven tools

" that suppert and engage our comaunities: the Mayor’s Gang Prevention Task Force, the

Schools City/Collaborative, Community Developrient Block Grent progratms, anti-graffiti
programs, housing rehabilitation, rental rights, code enforcement. community policing, and
the Strong Neighborhoods Initiative Program, However, this year and future years require
deep cuts and fundamental change as we get back to providing basic services,- ‘There is an
opportunity for SNI to become a non-profit partner of the City to deliver similar services at
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reduced costs. The City Manager is directed to pursue this opﬁurtmity and complete this -
prior to the 2012-2013 budget process. ’

Survey: Councilmembers have expressed interest in asking the volers about revenue-

enhancement measures in addition to the proposed Fiscal Reforms. The City Manager is
directed to work with the Mayor’s Office to survey new tevenue measures and the Fiscal
Reforms. Revenue measures surveyed should focus on those that would maximize general

fand revenuecs for the Ciiy and those with likelihood of pas hased-onrprio

The'suwey' restlis shoald B mciu&ﬂ'ﬁmmmwmm : d‘ -
Fiscal Reforms in August. : ' .

- Coniracting Out Opportupities: The City Manager should review and consider

additional opportunities to contract oul services to prepare for next yeat’s budget defieit,
This review should consider, at a minimum, Real Estate, Park Maintenance, -
Accounting/Payroll, Fleet Services, and Workers Compensation.

Old Fire Station #1: The Redevelopment Agency has soveral asset sales planned for the.
upcoming Fiscal Year. Since 2000, Old Fire Station #1 has sat unused on the corner of
Market and St, James Streets in Downtown San José, The Redevelopment Agency
Executive Director is directed to accelerate the process for sale of this asset,

Lot E: LotE is situated at West Mission Stroet and North San Pedro Strect near the
headquarters of the San José Police Department. The United States General Services

_ Administration is no longer interested in the site for a new courthouse, The City Manager
is directed to accelerate the process for moving forward with the sale of this asset. -

Rancho del Pueblo Golf Course: The remaining debt service obligation for Rancho del
Pueblo Golf Course is $7,721,328 (with annual debt service ranging between $450,000 and
$460,000 armually throigh 2027-2028). Through a consultant, staff defermined the value
of the Rancho del Pueblo Golf Course property to be just under $20 million if allowed to
fully develop. Staffis directed to complete outreach, accelerate this sale process, and bring
the decision to City Council as soon as possible. ' B '

Compnity Development Block Grant: In light of the City’s current fiscat challenges
and the federal budget reductions related to CDBG, the City Mavager is directed to review
the Community Development Block Grant (CDBG) Program and evaluate how the Jimited
CDBG funds can best be directed in accordance with federal requirements 1o City priotities
as determined hy the Mayor and the City Council as part of the City’s budget process. The
City Manager should report back to the City Couneil through the Public Safety, Finance

* and Strategic Support Committee to review reconymendations for the Fiscal Year 2012-

2013 allocation of fimds.

TOT Distribution: Six Percent of the Hotel Tax is placed into a special fund for use on
specified art, cultural, and convention purposes. We should ensure that this distribution is
consistent with stakeholder and comuutity priorities. The City Manager is ditected to poll
changing the use of these funds. ‘
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Arts Granfs: I recognize fhat a sluggish economy and the construction of the Convention
Center may adversely affect TOT revenues in the coming years. Scarcer dollars in the
TOT fund will necessitate that we focus arts dollars - particularly in the operations grants
pool - whete they will have the largest economic impact, The City Manager is directed, in

* consultation with our Arts Comraission and arts stakeholders, to narrow the grant pool to

ensure that we can award grants that will have a significant benefit to arts organizations

that have the most substantial impact on our cultural landscape, and that bring the most
sconvmic henefitto SanJosé: - -

Workers Compensation Reforms: The Cost of the City’s Workers” Compensation

Program Is higher than comparable California cities and counties. There is potentially $10-
12 million in savings related to workers compensation reform. In addition, the City
Council has approved achieving workers' compensation reforms as recommended by the
City Auditor. The City Manager shall acceletate consideration-of changes inclading
contraciing the entire process to Santa Clara County, which has a much better record then
we do. The City Manager shall present a workplan and sirategy, followed by monthly
progress repoits for implementation by September to the Public Safety, Finance and

Strategic Support Committee.

. Prepare for Zero: Given the extent of next year’s budget deficit, organizations that

receive grants and subsidies should b prepared to not receive funding in Fiscal Year 2012~
2013. o

7. Re-Brdget Proposals

For Mayor and Council Offices, [ recommend the following re-budgets subject to final verification
of acoouns by the City Clerk’s Office. I also recommend that office re-budgets be capped at 1/3
of the Fiscal Year 2011-2012 proposed base badgets. -These savings will assist funding programs
identified in this Message. I am also recommending the Council General re-budget be reduced by
$750,000. Council District 1 has opted to forego their entire re-budget to help fund public safety

initiatives,
Mayor’s Office n/a - §688,469 | $442,494 §245.975
Council General n/a $1,034,965  $284,965 $750,000
" Disfrict 1 . 50 $23,165 $0 - $23,165
- District 2 $2,120 $179,757 330,859 $98,398
-~ District 3 $10,013 $56,232  $56,232 $0
" District 4 $7,571 $149,021 \ $80,859 $68,162
"District 5 $24,705 $110,743 $80,850 $29,884
" District b $2,776 $180,173 ~ $80,859 $99,314
- ‘District 7 $27,811 . £90,846 $80,859 $9,987
" District 8 $11 412 $18963 ~ $18,963 B
" ‘District 9 $25,572 $63,249 T $63,249 $0
District 10 $27.522 $131,832 $20,839 850973
Total Savings . B $1,376,358




_ June Budget Message for Fiscal Year 2011-2012
Jane 3, 2011
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COORDINATION

This memorandum has been coordinated with the Clt}’ Manager City Attomey, and the
Redevelopment Agency Executive Dxrector.
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EXHIBIT 4



Side Letter Agreement
BETWEEN
THE CITY OF SAN JOSE

and

The Cily and the San Jose Police Officers’ Association agree to confinue meeting and
conferring on pension arid retiree healthcara banefits for curent and future employees,
including but not’limited fo heslthcare benefits. The negofiations may include
modification of healthcare- {medical and dental) plane available o current employees,
including but not imited to plan design. :

Either the City or Union may provide notice to the other of its request to meet and
gonfer. Upon such notice, the parfies shall continue these negotiations within ten (10)
calendar days after the City or Union recelves notice from: the other. The City and
. Union shall meet and confar in good faith in an effort to rench a mufual agreement. if
the parfies are at impasse and no egreement is reached, the parties shall submit the
issuss for delerminafion in accordance with the applicable provisions under the
Employer-Employes Relstions Resolufion No, 39387 and/or City Charter Section 1111,

Qptin Program
As part of the negetiations related to retirement reform, the parties will mest and confer

regarding an opt in program in which current employees could voluntarily choose to opt
out of the current iavel of pension benefits into & lower ievel of benefits. ~

In the event that the City and the POA do not reach an agreement on the spacific
design of an opt in program by November 1, 2011, et the POA's option the Cliy wil
implement the opt in program that was proposed by the POA during contract
negotiations (2.5% for the first 20 years and 3% after 20 years with an 80% maximum,
2% fixed COLA and 3 year final average salary) effective December 26, 2011, under the
following conditions: :

1. 40% of the emplayees represented by the POA sign an irevocable walver to
- elect to go into the opt in program described above. Employees would be
roquired fe sign a document indicating that they understand that if the



program is implementsd, this is an irrevacable election and that they will not
" be able fo opt back into the former tier of benefits. _

AND

. 2. Any impiamenwﬁon of an opt-in program js onntingeni upon recaiving an IRS
~ qualification latter. :

EVM&%WWMW%WWM

in-and-IRS-approvel-has-been—recelved;-the-POA -will-have-the-oplion-not-lo-procsed
with implementation of the opt In program. If less than 40% of the employees
represented by the POA sign an inrevocable walver to opt in and IRS epproval has been
received, the opt in program may stilf be :mplementad by mutual agreemant of both the

Ciiy and the POA.

The parfies agrae that the dates contained hersin ragarding the opf in program can-be
modified by mutuat agreement of the patties.

The POA expressly acknowledges that this opt in pragram Is not the solution to the
costs of the Cily's retirement benefifs- and the unfunded liabilities for both pensions and .
refiree healthcare, The CHy has informed the POA that ever if the opt in program is
#np[emented further changes will be required to significantly reduce the cosfs of
pension and retiree healthoare benefits and the unfunded liabilities, which may include a
substantislly lower cost tier for new employees and reduced benefits and/or increased
employee contributions for cument employees, including those who may elect the opt in
program. Neither party waives any legal rights including the Union’s nor any mermber’s
right to asserf that certain benefits are vested, _

This Agreement Is tentative and shall become effective only as part of the overall
- agreamant on, and only during the f6rm of, a successor Mamorandum of Agreement.

FORTHE CiTY: |
(Ll iiy i o

" Diratlor of Employee Relations Seh Jose Palioe Officars’ Aesociation
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PLEDGE OF COOPERATION AND AGREEMENT UPON:

A FRAMEWORK FOR RETIREMENT REFORM AND RELATED BALLOT MEASURE

NEGOTIATIONS

CITY OF SAN JOSE
. |

SAN JOSE POLICE OFFICERS’ ASSOCIATION
SAN JOSE FIRE FIGHTERS, IAFF, LOCAL 230

meaﬂiesar&mﬂmmmmemﬂnegeﬁatingingaedwfamptamraduc&the_eosts ofthe

Police and Fira Department Retirement Plan and to preserve critical City services and
the emp!oyees who deliver those services. | o

The parfies agree to negotiate concurrently on the issues of retirement reform and
related baliot measura(s). Negotiation of retirement reform shall include pension and
retiree healthcare benefits for current and future employees, including but not limited {o:
healthcare benefits; the Supplemental Retiree Benefit Reserve (SRBR); an optin

‘program in which current employees could voluntarily choose to opt-out of the current

fevel of pension benefits info a lower level of benefits; and other items as identified
through the negofiations. , ~

Although the negofiation sessions on retirement reform and related ballot measure(s} '
wilf not be public, all written proposals and correspondences exchanged will be made
available to the public on the City's website, . .

- Any party’s relevant subject matter experts may attend negotiation sessions. By mutual

agresment of the City and the Unions, other individuals may attend negotiation -
SEs8ions. :

It is understood that the parties shall each engage an actuary and work together to
develop cost estimates. It is understood that the final costs of any changes shall be
determined by the Police and Fire De'partment Retirement Board's actuary.

Estimated cost savings for any proposals during the negotiations shall be supported by
facts and data. ‘ C :

The parties agree to meet and confer in good faith and agree to complete the
negotiation process by October 31, 2011. If the parties are unable to reach an
agreement on refirement reform and/or related ballot measure(s) by October 31, 2011,

" the parties shall proceed fo impasse, pursuant to the procedures outiined in the

Employer-Employee Relations Resolution No. 39367. In the event of impasse, the POA
and IAFF, Local 230 wilt participate in the impasse procedures collectively. If the parties
proceed to binding interest arbitration, in accordance with the applicable provisions
under Charter Section 1111, it is understood that the POA and Local 230 will participate
in these proceedings separately, Charter Section 1111 shall not apply to bargaining
over ballot measures, - : '

The parties agree that the Council may, pufsuant to its constitutional authority, p!acé
charter amendments on the ballot regarding retirement at the conciusion of these




Framework for Retirement Reform and Related Ballot _Measure Negotlations
Page20of2

negotiations and mediation,

9. Itis understood that, by participating in these negofiations, neither party waives any
legal rights, including the Unions’ or an employee’s rights to assert that certain benefits

are vested,
FOR THE CITY THE UNIONS }-
- | 74— - _
g I
%L— 2oy N\\/ *%A\wa\f\’ L’fcﬁ?o/&m J
‘Alex Gurza rge Begiltie, President
Director of Employee Relations : San Jﬂse ollce Officers’ Association
Gina Dnnnelly Rb'ﬁeﬁ’Saﬁmn‘?resa ent

Deputy Directqr of £mployee Relations San Jose Fire Fighters;1AFF, Local 23(]
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DRAFT-July 5,2011

- PUBLIC EMPLOYEE PENSION PLAN
AMENDMENTS - TO ENSURE FAIR AND
SUSTAINABLE RETIREMENT BENEFITS WHILE
PRESERVIN G ESSENTIAL CITY SERVICES

The Citizens of the City of San I i&o hereby
enact the following amendm, ﬁ? the City
* Charter which may be refg;r &d to ;s “The
Employee Fair Pay Act fop Fzscal Sustath g? f lity.”
mﬂ‘ma f“** .
i

J

Section 1: FINDIN Gﬁ!
ﬂli

y
The following services' .’%ﬂ'é‘ J ﬂtla 1o the health
bl

safety, quahty *é%l, fe and Mrell ng of San Jose

residents: dpg}gce totectlté s fire protection; street

' mamtenlpnce, 131;;5'{ 18¥)jand community center

(here it eE n‘tﬁ ] City Services”).

| ﬁﬁlgﬁu - 'i g[ | ﬁ[pw

The City nd its =;cu:lzens are threatened by

| chmbmg mﬁt f employee benefit costs imposed
by its currey it pension and other post employment

benefit programs. The employer cost of the City's

retirement plans is expected to increase

 dramatically in the near future. In addition, the
City’s accrued unfunded liability for other post

‘employment benefits - primarily health benefits -




N DRAFT- July 5, 2011

1is smularly increasing. To adequately fund these
- costs, the City would be required to cut other
services annually. ‘

These costs have created a public Ser'vice

emergency, because th F‘Gﬁyls——‘“**ﬁ _
ability to provide Essential City Se {¢ks. In the -
last year, the City eliminated nuwlemgbs police
officers and firefighter p051t1qﬂq§ Bec %the cost
of these benefits is rising ﬁ@‘ ’rapxdly, an ‘ﬁﬁguse |
- of current economic condlt!l ns Hﬁd, Iegal |
‘restrictions thathml evenu E@ owth, these costs
are expected to lead iﬂiqr tlca é iction in
police and fire serwces éd to June 2010.
By any mea prepfwch le fs s ar ﬁtmsustamable -
and endang mthe IL 's;dentlf pf San Jose,
i 1{ !;
"The ﬁft% llalﬂﬁ ‘IE‘S assocxated with the City’s
add ’blm)n andh%} i haq@'&ments ofits post '
ernplo nt p grams were not adequately
| analyzelgaé erstood at the time the benefits
‘were adopt or‘ enhanced. Although the City
exercised due diligence at the time, it was
impossible to anticipate the staggering declines in
~ the funded status of the retirement fund or the
alarming rate of increase in post—employment
health care costs.
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Without the reasonable cost containment as
provided in this Act, the economic viability of the
City, and hence, the City’s employment benefit

ﬁrn%mmqmammmﬂ%

~ The City and its citizens always lntehgléd that its
pension and post employment pl Al }ae fair,

reasonable and subject to thq;;Q‘l 3 s al:lniﬂ to pay

without jeopardizing C1ty f vices, At thg isame

time, the City is and mustt h’h i l@gmmltte to
preserving the healttﬁ §afety a well-bemg of its

~ citizens. ] l “!h “’H i '

‘sl

By this Act, t.]a% Weers flﬁ and Lﬂeclare that

- pension andl ,@therost- ,Loyment benefits must

be ad}usted 1n a, H[n@m t;h t protects the City’s

~ econ emic 3 llI Q T the same time it allows for
thé [é’ Wmua on of%%ur post—employment benefits

- for its Wl{ers “

This Act is 1&1‘¥ended to strengthen the finances of
the City to ensure the City’s sustained ability to

" fund a reasonable level of benefits as

contemplated at the time of adoption of the Clty S
post employment benefit programs.
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The voters hereby find that the facts and
circumstances constitute an emergency within the
meaning of the Meyers-Milias-Brown Act =~
(“MMBA”), Government Code section 3504.5.

“““““““ ————§ection 2: INTENT — m
i‘ . |
The Clty reaffirms its plenary ai hﬁﬁm asa
charter city to control and m@,th% e all I}i“
compensation provided to lo eeé‘a\ﬁ!ﬁ
municipal affair under the (%\h fn{) hia Cons’éa]tutlon.
I
The City reaffirms its {1}%1[}3[% ntri igh?h o act
responsibly in order to{ﬂre ]E th health, .
|

welfare and ]@é’h@ﬁt of i ltlZE

: iy, [51 l ’ |
T‘hxs Act %no% el ;:c;l eprive any current or
’p Q e inf benefits earned for prior
sef%riie as of ‘*e tih éf’of the Act’s effective date; -
rathe Eﬁ 1ntended to preserve earned
benefits E! ,f f\’gl'le effective date of the Act.

This Act is not intended to reduce the current
pension amounts received by any retiree,
including any cost of living increases received by

retirees to date.
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This Act is not intended to grant any vested rights
to any post employment benefit, as the City

retains its power to amend, change or terminate
any retirement or other post employnient benefit

4pmgramptowded by the City.

This Act is intended to ensure the %E{ %an provide
sustainable post employment b -while at the
same time delivering essentiﬁ]glﬁ wic §[mP the
citizens of SanJose. fl -
G Y
This Act is intended ’pg eXpres e City's
management prioriti % Mﬁ res ﬁ! to employee
compensatmn w} b
l# } 1[1 i
; :iﬁ ‘i‘ El
_Sectl();%;ﬁ “ll RL’% ‘{{rhfu ;:tlf Vote‘r Authority
A,

Thll loters eﬂ%’i‘%;ss gH'eserve the right to consider

L~z; % “H}F

i
;I

any ch ve in Matters related to pension and |
‘other postE oyment benefits to the extent they
exceed the ﬁ‘l’é}{lmums set forth in this measure.
The City Council shall have no authority to agree
to any matters pertaining to pensions or other
post-employment benefits exceeding the |
- maximums set forth in this measure.
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7 Sectlon 4. -Reservation of nghts to City
Council

Subject to the llmltatmns set forth in this Act the

or repeal any retirement or other post
- employment benefit program und “ﬁ#hk‘-: Charter

Section 5. Voluntary Elect;mgiil?roéu |

RGH Qﬂ S ”I i
The City Manager shall pro h; e, Exhgrd the C t@r
Council shall adoptb rdma m a Voluntary
" Election Program (“ %}“ thatp ygs current
City employees the opti y Iﬁ@i r::n:i ew and less
costly retlre?ﬂteﬁﬁ] rogr ’ ﬁn

!

i

. it ' '

~ The VEP Eene Ep ﬂ‘h[lﬁqg eJ?r's costly, and may

contaiih " g%i] Ilo features -(a} a slower
% rate wg"crease in the eligibility age;

and (c) la mcr se in the years of service
requireme ﬁai‘ medical benefits.
Employees’ share of the costs to amortize any

- unfunded liabilities greater than those existing on
June 30, 2010, shall be 50%, unless they have.
opted into the VEP
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Section 6: Future Employees - Limitation on
| Retirement Benefits - Tier 2

~ To the extent not already enacted, the City | |
adopt by ordinarnce, to bee ey
~ June 30, 2012, a retirement progra} 5%{&5,1»
employees hired on or after the g ebt ve date of
such ordinance. This retlreq}gﬂ%hprog i - for
new employees - may be rﬁft’erred to as "] Wr 2"
3I| I, Il}h i
'I'he Tier 2 program § HH be Iinj ed as follows:
ﬂ;a
(a) The maximum C1 %ﬁj‘;}g tm s shall not be
less than 6. 2%‘%} I reatlég thar}l9% of base salary.
In no evenﬁa all the City tribution to such plan
exceed H0% ofiﬁ} o8t ,, e Tier 2 plan. The
progrHl il %}y xgned as a “hybrid plan”
cnh%@ ng of icombifiation of Social Security, a
defined Iki neflé% ‘Plan or a defined contribution

plan. !”1 H

(b) For any defined benefit plan, the age of .
eligibility for payment of accrued service
retirement benefits shall be 65, except for sworn
police officers and firefighters, whose service
retirement age shall be 60. Earlier retirement
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may‘be permitted with reduced payments thatdo
not exceed the actuarial value of full ret:irement._

(c) For any defined benefit plan, cost of living

—a@ﬁm%%%tedieﬂ&&mer&as%e—

consumer price index (SanJose - San, Francisco -
Oakland U.S. Bureau of Labor Statlmmcﬁ?imdex, CPI-
U), capped at 1% per fiscal year ” l}} I,
iy, i ll

(d) Forany defmed benefj }; lai'l the me %}‘ _'
period for determining “fm ﬁf %p@nsatl 'shall
be the average salaryof the t consecutive
years preceding thﬂh 8 %reﬁr@ ﬁnt

)
(e) Forany ﬂef?ﬁ’ Il!é%:i playx! Lbe nefits shall

accrue at a"P notto exc ?fﬁi 1.5% per year of
service, i imi*’ W ity li :

T il “H
(f]‘ ! plarli éﬁiop éﬂ by the City Council is -
sub]ec{: term atmn or amendment in the
Councﬂ' E PT on No plan shall create a Vested

'rlght to any eneflt




DRAFT- July 5, 2011

Section 7: Current Employees - Reasonable
Modifications to Existing Plans -

Modified Tler 1

The City Manager shall propose, and the City

~ Co ouncilshal- ﬁdﬂﬁfb}k Gi’émﬁﬂfﬁfﬂ*bﬁeﬁee‘fﬁ"e*“‘————*——-
ﬁé%i

not later than June 30,2012, amo
~ retirement program for all emp et ehglble to
be members of the existing r%ﬁ;% fmen {pbans of the
City as of the effective dat ‘ﬁ{i ’| thls! Act. iﬂiil i“*”
I iy |
The mod1f1ed progra 15 may BE {ﬂ'eff;rred to as
“Modified Tier 1” an Ny M{ l11.51% %m’ following
limitations: 1 L -

il "] ;fi m I
(a) The pldn %hall iot de Eiwe any current or
former o Io i@ i H@Eﬂ ts earned and accrued
for pribr G iyice ‘QL@ npf the modified plan’s effective
dat }!'t us, buljefits %ﬂrned and accrued by |
mleldq em;ﬁfyees for prior service shall be
preserve [ﬁ{?r yment at the time of retirement..

(b} On and after the effective date of the
ordinance, pension benefits shall prospectively
accrue based on the following limitations:
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(1) benefits shall accrue at a maximum rate of
1.5% per year of service.

(if) the age of eligibility for service retirement

months annually o

“reaches the age of 60 for pohce off %and
firefighters and 65 for all other i % Wrees Earlier
retirement may be permlttedm Qg

payments that do not exce ti the actuarléh W ue of

full retirement. ! {%ﬂ*[a ,gfiilii},

tm enudﬁ*i\ﬁp,all be limited
oy e index, (San
andﬁ 'S. Bureau of

J capped at 1% per

(111) cost of hvmg’létﬁ i

to the increase m the c S

i R
Jose - SanFE affed gfp-o i
Labor Statidti lies in }ex CPL:

ti‘

W

fiscal y He I{HE nll} {f‘ﬁ Wi ™
! m iy |
il 1l
if %\% Tht{e eas&ﬁvfng period for determining
“final ¢ Jzﬂ enst tion” shall be the average salary of
the three éj %, cutive years preceding the date of
retirement. hj

~ Section 8: _Reasonable Cost of LiVing |
Adjustments for Current Retirees

10
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1. The City Manager shall propose, and the City
Council shall adopt by ordinance, a program
of benefits applicable to aII current retirees as

follows: -

Mﬂ o ‘a)-Cost of living- ad;ustmemfﬁﬁfmsﬂshaﬂ———— y -

be adjusted for all retirees, su atthe
 COLAs are limited to the COC{QE i r price
‘index, (San Jose — San Fra} €O - )@ kland U.S.
‘Bureau of Labor Statl Es mdex CP Pf'”’
| capped at1% per fista &tﬁa H‘ M li

2. Any supplementa h% nt§ apll not be
ih

funded from plan !;%; 5
e ” |
Section 9:4 fﬂ gur e Hea‘l ﬁ}iCare Insurance
. &ﬂé i“;}gii“ fi'
{Zfz Y ﬁﬂ il! L
Thé ;iy Man er s‘{ﬁéﬂ propose, and the Clty
Councillg all as pt by ordinance, to be effective
not later tzh nJune 30, 2012, a modified retiree
health care i"ogram (including medical and
dental} with the following limitations:

(a) Current Employees: The years of service

required to qualify for retiree health care benefits
shall increase by six months annually on July 1,

11
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until it reaches 20 years, except for employees
who receive such health insurance based cna’

service disability retirement.

)

“Yequired to qualify for retiree health care benefits
shall be 20 years, except for emploP{ Esswho -
receive such health insurance b iﬁﬂl a service

~ disability retl;"ement ;iﬂ iﬂn dl*li [

l
| ai"[}lm :}Hn (m
" (¢) Minimum Contr utums htl}imstmg and new

employees must con mm& %},Jm of 50% of

the cost of retlrere heal
i g|) !H .

(d) Reservait on ¢f ngh 8 ;,No retiree health
_care pla or b!éh% fi %h&a%;gfant any vested right, as

ﬁljﬁ e ‘a? s it !‘ ower to amend, change or
HPf eanﬁ!3

l

[l
ey

lan %wsmn

Sectmn }i w uarlal Soundness

Efi '
(a) All plans adOpted pursuant to the Act shall be
subject to an actuarial analysis publicly disclosed
before adoption by the City Council, and pursuant
to an independent audit using standards set by the
Government Accounting Standards Board. The

12
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City Manager shall certify that any plans adopted
pursuant to the Act: {i) are actuarially sound; (if)
minimize any risk to the City and its citizens; and
(iii) are prudent and reasonable in light of the
economic (*hmafe

(b) A}I of the Clty’ S pensmn and retd&%és healthcare
- plans must be actuarially sound !E unfunded
liabilities determined annual y;;f

independent audit using st e} dards set b h
Government Accounting St @ﬁag fs,pBoard i

Section 11: Safetyll?qgﬁii’ ov:smW,

¥ i{

At any tlme th E& HE’% lal City Services are
not )4 v1 q bove the service levels of
Jantig L, 20 L (2)4hy tibrary, community
center, re sta% n, or police station or substation
‘built or u i tronstructlon as of January 1, 2011
are not oper tlonal or (3) any of the City’s
pension plans have unfunded liabilities greater
than those liabilities existing as of June 30, 2010,
then the Mayor, the City Council, the City Manager
and other officers of the City, or any arbitrator or
board of arbitrators, shall be prohibited from

(@) Preserv;;ﬂ:rbi (] I)f Esgahua& %lty Services:

13
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making or approving any contract, memorandum,
“agreement, award, grant, decision, resolution,

- ordinance or other official act that allows or

requires the City to do any of the following,

without prior approval by the voters: (i) pay for

unﬁaedﬁﬁleleaveﬁﬁunusedvaeaﬂan{
as required by applicable state or f Ede‘ifal Iaw, (11) o
~increase compensation for mem f bargaining
units after contracts expire; ga) glve ﬁilp omattc
step increases or other I‘alﬁ s for time in ﬁhéﬁ
H heurs

that are not based on per W g;&;; (iv) us

not worked in deterr pm g eh@ 111ty for overtime
or for retirement bene lﬁs;; ) pa i Vgrtxme to
executive, professmna 19 Fative
employees onsfcg’*fbt er eﬁﬁqﬂloy 88 who are exempt
from overm’ﬁn req 1reme sunder the Fair Labor
Standarg%s A{It L‘ A! Dmt(? he are otherwise
exenit 16 Pg} the F%SA (vi) pay workers’

cofnb flsath% enefits for disability on top of
dlsabﬁ retirﬁment benefits without an offset to
ellmmate Hﬁ gcatlon of benefits for the same
cause of disability; (vii) pay workers’
compensation benefits beyond what state or
federal laws require; (viii) allow existing or

~ former employees to grant workers’

- compensation or disability benefits for existing or -
former employees; (ix) calculate retirement

14
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benefits on any compensation other than actual
base salary paid or years (2080 hours} actually
worked for the City of San Jose, except as required
by applicable state law; (x) make layoff or rehiring
decisions without considering individual

*‘”——empinyeerperformancerfxﬂvayfm*
i 50% of the increase in the cost of fz» gt’h«r:arts:-
benefits. - | “ l{

liﬂi) . M
(b) Unfunded Liabilities; Aﬁ Pension Qs‘l lchtﬂ:r

Post Employment Be! ﬂt #nggram

The City Manager shzﬂ ose %l,the Clty
Council shall adopt by dlﬁiﬂm fety net
provisions wntﬁ ‘ﬁkﬁ folldl ] ng il Eumum features:
f p
(1) At afr% tn% (ffi i ﬁﬂm ;ﬂs‘% or retiree heaith care
| ’g fmq i 1lab111tles for pension or’ |
- retfﬂ‘ ; zhealt ¢ |re ‘ater than those liabilities
' existindjgs of Jipe 30, 2010, the following
11m1tat10 L’, ﬁh Il be in effect for existing employees
who have n(b% opted into the benefits program for
new employees, except upon approval by the

voters.

15
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(i) Retirement benefits shall not continueto
accrue beyond the minimum benefits specified in
the Charter, Artlcle XV.

(ii) Calculation of benefit payments shall be

]‘\"‘I(‘ﬂl’l P % W | +"‘T‘n 1nﬁ’t~ IO ATO O f‘“ﬂﬂ“""ni‘] 'I'I"‘ .lﬂ
paseg-ona-tnree year-averageas ai.ﬂ,_c?n TTCU T EE
|

Charter, Artlcle XV ,ﬁfﬂi

lf

(iii) The age of ellglblllt?/ ﬂi payril tof

- service retirement benefit F not bel ; han
the retirement age spemflegl! t};ténﬁ)harterﬁ rm:le

XV, |
l{mznn i, "

(iv) Beneﬁts Shal]‘ ot qmcré ised after
retirement. {r}i ”;{ ﬂ :g;

foneey

i

f[[ - -
(V} } gi’ﬂéhlgﬂ@ f the costs to amortize

any nTultil% 11 ities greater than those
exibtiiq on Jiie 30&@’010 shall be 50%, unless

they hiy @ opte!%}mt() the benefits program for new
employe sl mi | |

(2) Atany time City pension or retiree healthcare
plans have unfunded liabilities for pension or
retiree healthcare greater than those existing on
June 30, 2010, bonuses, increases, or
supplemental pension payments to retirees shall

16
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not be allowed, except upon prior approval of the
~ voters.

(3) The provisions shall be temporary and shall
—_mmMjmﬁectﬂmMnmndedlmMm have

T remained below the level of Jure'3 0%161’01‘“ N ——
three consecutive years. il |

s!“

o Wy

Section 12: Savmgs and g&a{v rﬁbghty 1;; |
l

(2) This Act shall betlg%

o) nlze(l.‘iifél}d interpreted
" to be consistent with ali feg

Q{v and state laws,

rules and re u‘lgé%aw s. l ny oflinance adopted
pursuant té %l-me Allis hel E 0 be invalid,
unconstitt ‘%‘ ot Bilien

§

ti se unenforceable by a | i
fmab yﬂdg ‘ﬁ%‘;rf}t t 3@[ a’cter shall be referred to the %
Cit_’g‘r ﬂuncﬂ fqrd detgﬁlﬂmlnatmn as to whether to i
amend! IE ance consistent with the |
]udgmen igﬁ W;Eether to determine the section
severable an il ineffective. This Act shall be:
broadly construed to achzeve its stated,purposes, ~

(b) In the event any section of this Actis
determined to be illegal, invalid or unenforceable
as to retirees, then all benefit enhancements or

17 : ;
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increases (including pension and other post
employment benefits of any kind) granted to
retirees since the date of their retzrernent shall be -

eliminated,

{¢) Intheevent: any*seatmrmf*
determined to be illegal, invalid or it
as to existing employees, then th 4, %&ﬁting
employees’ share of the costs g’ﬁ@ d morfﬂ any
unfunded liabilities shall mﬁSO% unless Z’E}ﬁ ;

employees have opted mf Y:bfﬂ beneflﬁfiévels. |
| L

(d) The City Counclli '&i ! ﬁl opt Bﬁ'drmances as

appropriate to lmplem t ate the
~_provisions of;rth f%\ct d{ ﬂ | '-

};; n ;

18
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1151 No, Fourth St,
San Jose, CA 95112

) " LOCAL 238"
425 E. Sauta Clara 81,
Sulte 300
" Ban Jose, CA 95113

PhoRe #(A08y 298-1133

Plone H(408)

2%6-8774

~ SAN JOSE POLICE OFFICERS ASSOCIATION
AND SAN JOSE FIREFIGHTERS, IAEF LOCAL 230
RETIREMENT REFORM PROPOSAL

. TIER N1: RETIREMENT BENEFITS FOR NEW EMPLOYEES

L Eans!ou‘ Formula 2.0% (@ 50 for Local Safety Membets CALPERS‘Segﬁoh 21382

The parsion benefi for eligible employees hired o or after July 1, 2012, shall be
administered by CalPERS and be enfered Infe thelr Section 21362 2% @ 50 Full
Forputta, This formuls providss ko iocal safety members 2% of pay at age 50 for each
vear of service creditad with that employer, The parcent per yeéar of service gradually
incraases for each age altained from 2% at age 50 to 2.7% at age 56+, Local safely
marnbers stibject to the 2% @ 50 Full Formula contribute 9% of reportable earnings.

Local safety members who refire affer the effective date of the contract amendment wilf
be subject fo this formula. The total allowance for service ratirement under the 2% @ 50
formula cannot exceed 90% of final compensatior.

" H._Annual Cost of Living Alfowance Increass - COLA Section 21335

Allowanges for retired members are currently covered by an annual 2.0% maximum
cost- of-living Increase provided the Consumer Price Index (GPI) factor Increases at

feast 2,.0%.

For example: COLA for refired members shall be based on an annuat Consumer Price
index {CPI) factor with a 2,0% maximum costwf»lwfng increase, whichever is lower.

Iil inal Avera eSai

“The period for determinlng the average monthly pay rate when caiculéting retirement
benafite wilt be from the higheet psid consecutive 36 months,

IV, Post Retirement Survivor Alowance: Sections 21624, 21 626, 21628

Upon the dealh of a member after retirement, an allowance shall be sontinued to the
surviving spouse or domestio pariner. A "surviving spouse or domestic partner” means
for service retirements subject to this sectlon, a hushand or wife who was marted to or a
domestic partnet who was registered as a domestic parther with the member at least
one year prior to the membsr's retirement and continuously to the date of the retired
member's death and for disabilily retirements subject fo this saction, a husband or wife
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who was marrled to or & domestio partner who was registersd as 3 domestic partner with
the member on the date of his or her refirement and continuously o the date of his or

her death.

If there Is no surviving spouse or domestls pariner, or If the spoysa or domestic padner
later dies, the allowance shall be continued to the eligible unmarred children collectively
until all ha\fe reached age 18, Eliglble children include disabled childien over age 18 if
the disabllily begins prior to age 18. If thare is ne surviving spouse or domestic partner
or gligible child or children, the benefit wouid ba paid fo the surviving parent or parents of

the decea on-the member for support - at effeclive

date of rafirament, the. member has no surviving spouse, domestic pariner, sligihle

children, or dependent parents and elected an oplional setileraant, no allowanoce under
this section shall be.paid,

The allowance payable to the survivor(s) ofa member who retires after the employer
inciudes Sactions 21624, 21826 and 21828 In its contract Is determined as folfows:

a Onequadar of the retired mermber's unmodified allowance based on service subjeci

1o the modificafion; for Social Security; or
* . One-hali of the retired member's unmodified allowarnce based on service not subjes!

o the modification for Sccial Seourity,

In accordance with Sectloh 21628, the aflowantes payable to a refired member who'
chose Option 2, 3, or 4, or the baneﬁciary of such retiraes shall be increased by 16%.

For refirses who chose the Unmodified Allowancs or Optlon 1, there is no increase in the
retirement allowance but thelr sligible survivor(s) would receive the post-retirament
survivor allowance upon the refired member's death,

Sections 21 624, 21626 and 21628, all together, are app!‘caﬁle by amendment, to
contracting agencies. Sections 21624 and 21626 only are aveilabie to new confracting

public agencles,

v, improved Nonindusfrial Disability Allowance for Local Safety Members Secfion

21427

. The disabllily refirement allowance of a local miscelianaous and local safaty metnber
would be ralsed to 30% of final compansafion for the first five years of service cradit,
plus 1% for each additionat year of servics to & maximum of 80% of final compensation..

If the member is undsr age 60, the disability retirement alicwance cannot be more than
the service retirement allowanca would bs [f the member were lo continue in :
employment and relire at age 50. If the regular disabllity relirement allowance is greater
than the improved disability allowance, CalPERS will pay the greater amount. This
gection shall apply only to members who relive for dizability on and after the date the

. agency elects {o ba subjent to this section,

VI_Improved Industrial Disability ABowance for Loeal Safety Members Sectlon

21430

if the Workers' Compensatlon Appesls Board permanent disability rating percentage Is
greater than 50%, the same percentage {Up 1o 2 maximum of 80%) will be usad as the
-percentage of final compensation to calculate the CalPERS industriat disabilify
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refirament aliowance, This section shall apply only fo members whao retire for disabillty
on and sffer the date the agency slects to be subject fo this sechun

Vi, Credit Unused Slok Leave to Senﬂca Gredit Section 20968

Unusad aceumulated sick feave at time of refirenient may be converied to acldlhona!
service oredit at the rata of 0.004 year of service credit for each day of unused sick lsave
{le., 250 davs of sick leave squals one addilional year of service credi),

T .e&%d%wﬁe%%wmmmémm%mmm

ieave reporied for tha purpase of mcneasing the membsf’s reiiremeﬂt bensfit are
prohibited, This bensfil will nol increase the maximum percentage allowable.

- VIl Employees Sharing Gost of Additlona} Benefits Section 20616

San Jose Polloe Officers and San Jose Firefighters eligible for this benefit shall
contribute an additional 1.0% toward retirement contribution fo lower the cost of the
City's pension payments. This additioral 1.0% shall be cradited to sach members
‘hermal cost, for a maximum of 10.0% employee conirfbution towards pension hormal

cost.

This benafit allows a contracting agency of an agen;;y that inilially conlracts with
CalPERS to share tha cos! of additional retirement benefits with the employees as a
result of a writtan agreament with the employse group.

No addlongl valuation is requiretf IFone has already been done for the addilionat
retirement benefits whose cost is to be shared. The employer's rate will simply be
reduced by the agreed upon percentage cost sharing.

Tnare are lwo methods of requesting an aciuaria! siudy:_

1.1f the agreement with the employses épec&fias a definite percentage increasa in the
empleyee rate, such as 1.0%, 2.0%, alc., the. va!uatlon can ba done on that

basls.
2.1f the agreement with the employee group Is indefinite, the agancy may wish to
requast several valuations, with the employees paying 0.5%, 1.0%, 1.5%, etc.

There are several points to be em;ﬁhasized:

1. This provision requires that the employsr and the employses agree in -

writing to shara tha cost of the applicable benefits.
2, The intreass in the member contribution rate will be effeclive as of the

effective date of the amendment {o the contract. To reduce the
* percentage the smployees have agresd to cost share at a later date, the
-agency will nead to request an amandment to the contract,

a The increased membsr contributions will be credited to sach member's
account @s normal contiibuiions and will be included In the refund of
accumulated contributions to members who sepaiate from CalPERS
covered employment and elect to withdraw thelr contribuiions.

4. Some of the optional benefits avallable, such as 1959 Survivor Benefits
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and Post- Retirement Survivor Allowance, may not be applicable to all
employses. However, if the agency includes such benefite in corjunction
with Section 20518, the contribution rate would increase for all employeas
in the applicable member group.

5. it is also possible to share the cost of formulas other then the mininmum
formulas, which are the 2% @ 80 for focal miscellansous and the 2% @ -
§5 for looal aafely membars,

Smﬁm%&ﬁ%&ds&pwnﬁﬁﬁ%h?&ﬁmﬁd@mﬁnﬂep&ﬁd&nt&gﬁ%WﬂhﬂS

employeos to-share-the-costof-any-opiional-benefit without requiring-an-amendment o
the confract. Any such agreement in a memorandum of understanding, which is
inconsistent with this section, shall nof be a part of the contract between the agency and

this system.

1%, Mlitary Service Credit 21024

(a) "Public service” with respect to & local member, other than a schadl member, also
means active service with the Amied Forces or the Merchant Marine of the United
States, Including fime during any period of rehabilitation afforded by the United States
government other than & period of rehabilitation for pursly educational purposes, and for
six months thereaiter prior o the member's first ernployment by the employer under this
saclion in which he or she was a member, :

{B) Any member electing to reqelve credit for that public service shall make the
conlribtifions as specified in Sections 21050 and 21052, However, any eligible member
who redquests cosling of service credit between Jamdary 1, 2001, and Decembar 31,

2003, may, Instead of making those contributions, make the payment calculated under

this arﬂcte as it read on Devember 31, 2000, which payment shall be made in the
marner described in Seclion 21050,

(¢} The public service under this section shalf not include military setvics (1) in any
petiod for which credit is otherwise given under this article or Article 4 (commencing with
Section 20980) or {2) to the extent thal total credit under this section would exceed four .
years.

{d} Notwithstanding Section 21034, a member may select which of we or nare periods -
of seqvice enfitles him or her lo recejve public service under this section.

{8} This section shall apply to @ member only if he or she elecls fo receive credit while
he or she is in stafe service in the employment of one employer on or affor the date of
the smployer's slection to be subject io this section.

{f) This section shall not apply to any contracting agenoy nor to the employees of any
confracting agenecy untl the agency elects to be subject fo this section by amendment to

its contract made in the manner prescribed for approval of confracts or in the case of

contracts made after this saction takes effect, by express provision in the contract
making the contracting agency subject to this section. The amendments to this section
made during the second year of the 19982000 Regular Session shall apply to contracts
subject to thie section on January 1, 2001.

X._Fourth Level of 1959 Survivor Benefits Section 21574

This benefit provides a higher leval of 1859 Survivor Benefits to survivors of a mermber
who dies prior to refirement. The benefitis paid in addifion to the Basic Death Benefit,
the 1957 Survivor Benefit, or, if applicable, the Pre-Retirement Optional Settlement 2
Death Benefit but would be reduced by the amount of the Specla! Death Benefit, if
payable, Concurrent coverage under this section and Social Security Is prohibited, but
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an agency may provida the benefit for the full formula members of a divided
miscellanaous metnber group, For agancles first contracting for the 1659 Survivor
Program, members in employment prier to the effective date of the amendment may
elect not to be coverad, howevsar, parficipation is reguired for all future hires who are fof
coverad under Social Security {Sectlon 21577). : ,

A spouse or domestio partner is eligible if he or che (1) has vare of eligible children, or
{2) Is age 80 or older. Chlidren are efigible If under age 22 and unmarried or disablad

regardless of age. _ o

saction I as folfows:

Spouse or domeslic partner with fwo or more eligible ehildren; ~
or three or more eligible chilAran oY v . $2,280

“Spouse or domestic pariner with ons eligible child; or two eligible children only .., $1,900 -

One eligible child only; or surviving spouse or domestic partner at age 60 or older,

Of dAPBNABNT PAFENIS 1rcvv. et ercrss s s ss s s s stentr g semmne s st snsas s SEDO

The nonmal cost for piblic agensles contracting or amending to provide the Fourth Leve!
will be caleulated based on the lerm Insurance funding method. Thisrate willbe -
calculated on the pool experience rather than Individual employer experfence. The actual
employer post for agencies currently providing 1958 Survivor Benefits who amend to
provide the Fourth Level will vary depending upon each agsncy's 1959 Survivor funding

fevel, :

If there is a deficit In the agency’s 1959 Survivor funding (an unfunded accrued flabiiity)

based on the Fourth Level benefit, this unfundad liabiiity and the five years of employer

normal costs shall be amorilzed and pald for over & perlod of five years, the first

payment billed in June and due in July followihg the offsctive date of the amendment

- and the remalning four payments due by July 15, of sach following year. ifthere is a
surplus in the agency's 1952 Survivor funding, the surpius shall be amortized and used

o offset the five years of employer nortal costs.

Al the end of the tirst five years, employers in the Fourih Level pool will pay anly the
pool's net premium. ' S

-

An operative date for this benefit is sstablished at the time of amsendment,

Xll, Alternate Death Benetit for Loeal Fite Members Gredited with 20 or More

Ysars of Bervice Sectloh 21847.7

The surviving spouse, domeslic partner or eligible children of 2 deceased firefighter

. member, who Is. creditad with 20 or more years of CalPERS covered service and whoss
death occurs while In the employ of a local agency contracting for this benefit, may elect
fo recaive the Alternate Doath Bensfitin fiou of the lump sum Bagic Death Bensfit of the
1957 Survivor Benefil. If the member had nof altained minimum retirement age at the
fime of death, the Alternate Death Benefit is caloulated based on the member's total

~ sarvice credit with 2l employers (Including the service cradit earned while in the employ
of the agency contracling for this benefii) as though the member had retired at age 50
and elected Option 2W. Option 2W provides the highast manthly allowancs to a

beneficiary. .
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if the member had aftained minimum refirement age af the time of death, the benefitis
caloulated as though the member retired on the date of degth {from the emploving
agency and all previous CalPERS coverad employers) and elected Opllon 2W, If the
deceased firefighter had not altalned the minimum retirement age at death and had
service credif with previous CalPERS agenclsas, the cost of the Alternale Death Benefit
- wilt be the liability of the employing agency, excapt for a partial offset of costs resulting
from a transfer of the member's contributions from all previous empleyers fo the
employing agency. The increase In liability not offeet by this transfer will be pald by the

agsney confrasting for this benefit and employing {he member on the date of his/fer

deat. T the deseased firafighler had attained minimurn retirement age at death, the
inereased cost of the benefit fregardiess of whether the member has sarvice cradit with
another CalPERS employer) is the liabilily of the agency contracting for this beneft and
employing the member onthe date of hisfhar death : _ ,

AL Supplemental Ratirae Baneﬁt Ressrve

The Supplemental Retiree Benafit Reserve (SRBR) will b glosed to all parﬂsipaiory
rembers in the TIER il retirement plan.

XJV, Refiree Health Care

An eligible full {ime employes who is Hired on or alter July 1, 2012, shall be eiigibie fo
recelve 50% of the confribution towards the lowest cost premium for a non-deductible
medical insurance plan, single coverage. Provided if the employee meets the following

critaria. _
1. Has completed at lsast lwenty (20) vears of retiremeant service credit In the CalPERS

retirement plan.

Disabiiity Rotirsas Heait H

An eligitle full time empioyee who is hired on or after July 1, 2012, and is granted a
service conhected disahility relirement shall be eligible te recleve 50% of the contribuflon
towards the lowast cost single non - deductible medical insuranca plan regardiess of

vaars of service,

XL._Non-Duplication of Benefils

A refires may not be simultaneously covered by City sponsored plan-provided medical
benofits ag g refires, and as a dependent of another Cily reliree or City employes,

#B. Rofires Dontal Insurance

An eligible full ime employee who is hired on or after July 1, 2012, shall be sligible to

* recleve 50% of the contributioh towards the lowest cost single non « deductible dental -
insurance plan. Provided if the employee masts the following criteria:

1.Has ¢omp!eted at least iwenly {20) years of retirement service credii in the CalPERS

re!;rement plan.

An el’gible full time employee who [s kired on or after July 1, 2012, and Is granted &
services connected disabllity refirament shall be efigible fo recieve 50% of the contrlbuiion
towards & single non deducﬂbfe dental Insurance plan regardless of years of service.
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urviving Pependants - Emploves killed {n tha line of dn

Surviving dependents of an amployee Killed in the line of duly, shall be sligible to receive
50% of the contribution towards the Jowest cost single non - dedustibla medical and

dental insurance plan.

XIV, Retiree Health Care Pre-Funding

The City and the Linlon agree io cenlinue 1o pre-fund the fire and po!rde refiree medical

and dental healthcure benefits as described Inbotti of the currerit the SIPOA and IAFF ]

-Local 230 memarandum of agreements.

' TIERMl: VOLUNTARY RETIREMENT BENEFITS ELECT#ON FOR CURRENT
EMPLOYEES .

On ot before March 1, 2012 active employess shall make a voluntary lirevocable
devision to have CalPERS adminisier thelr pension benefits beginning July 1, 2012, Any
employza hired betwean March 1, 2012 and June 30, 2012 shall have TIER Il pension

benefits.

1. Pension Fo[mula §' 0% @ 85 For Losal Safety Members Section 21383,

This formula provides to local safety members 3% of pay at age 55 for each year of
service cradited with that employer. For members whe retire earller, the percentage of
pay is reduced fo 2.400% at age §0, which gradually Increases for each altalned age fo
3% at age 55+. Local safely members subject to the 3% @ 55 Full or Supplemental
formulas contribute 8% of reporiable earnings. Those covered under the 3% @ 55
Madified formula (coordinated with Seclal Security] contribute 5% of reportable earnmgs
in excess of §$133.33, (A formula change affecling the members' coniribution rate
requires an efechon of the affected membars.})

Local safely members who retire aﬁer the effactive date of the contract amendment WHI
be subjact fo this formula. The lotal allowance for setvice refirement under the 3% @ 56

formula cannot exceed 90% of final compensaﬂon

I Gog!; of Lw ing Allowance = CC}LA Sectlon 21 335

~ Allowances for retired membaers of the TIER If retirement plan shal be an annual 3.0%
. maximum cost-of-living Increase provided the Consumer Price Index (CPI) factor

increases af lzast 3.0%.
1A a ver far

The period for determining the average mcnth[y pay rate when calculallng retlirement
benefits will be from the highest paid consecutive 36 months, . ‘

§\?, Post Retirement Survivor Allowancs: Sections 21624, 21626, 21628

Upon the death of 8 member after retirement, an allowance shall be continued to the
suviving spouse or domestic partner, A *surviving spouse or domesiic partner™ means
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for service retremenis subject to this secion, a hushand or wife who was marred to ora
domestic partner who was registered as a domestic pariner with the member at least
ona year prior to the member's retirement and continuously to the date of the ralired
member's death and for disability retirements subject to this sechion, a hushand or wife
who was marred e or a domestic pariner who was reglstered as a domestic pariner with
the member on the date of his or her retiremeni and continuously io the date of his or ‘

her death,

" If there is no surviving spouse or domestic partnar. or if the spouse of domestic panner

Iafer dies, The allowance shall be contirued to ths etigitle ummarded chikiren cuttestively

antif anﬁm@mdmmmwmdeﬁsamemudfenwmgeﬂ iF

the disability begins prior to age-18, I there is no surviving spouse or domestic partner

* or eligible child or children, the benefit would be paid to the surviving parent or parents of
ihe docoased member whe were dependsnt upon the member for support. i, at effective
date of retirement, the member has ho surviving spouse, domestic pariner, eligible
children, or dependsnt parents and elecled an optional seitlement, no affowance under -

this section shall be paid.

‘The allowance payable to the survivor(s) of & member who refires afer the employer
includes Soclions 21624; 21626 and 21628 in its contract is determined as follows:

a. One-quarter of the retired member's unmodified sliowance based on servive subject

ta the modification for Soclal Seourlty; or
- b. One-half of the retired member's unmadlfied allawance based on service not subject

fo the modification for Social Security.

in accordance with Sestion 21628, the allowanee payable o a retired member who
chese Option 2, 3, or 4, or the beneficiary of such retirses shall be increased by 15%.
For refiregs who chose the Unmodified Allewance or Option 1, there is no increass in the
retirement alfowance but their eligible survivor(s) would receive the post-retiremant
survivor allowance upon the retired member's death.

Sactions 21624, 21626 and 21628, all together, are applicable, by amendment, o
contracting agencles. Sections 21624 end 21628 only are avallable to new contracting

pubils agencies,

V. Improved Nonindustrial Disability Allowance for Local Safety Me Se
© 24427
The disability retirement allowance of a local miscelianeous and local safety member

would be raised to 30% of final sampensation for the first five years of service credit,
plus 1% for each additional year of servica to a maximum of 50% of final compensation.

If the member Is undar age B0, the disabiiity retirement sliowance cannot be more than
the service retirement a!iowance waould he if the member wete to continug in
employment and retire at age 80. If the reguler disabllity retirement alfowance is greater
thian the improved disability allowance, CalPERS will pay the greater amounf. This
seclion shall apply only to membsrs whe retire for disabi izy on and after the data the
agendy alects to be subject to this section, )

VI improved | dusfrla Disability Allowance for Local Safat ers Section

1430
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If the Workers' Compensation Appeals Board permanent disability raling percentage Is
greater lhan 50%, the same percentage (up lo a maximum of $0%) will be used as the
percentage of final tompensation to calculate the CalPERS industrial disability
retirement allowance. This section shall apply only to members who refire for disablity
on and after the date the agency slects lo be subject i this ssction,

Ellminate Sick Leave Payoff
Provisions for sick leave payoff shall be elimihated In 8JPOA and IAFF Local 230

Memorandums of Agreements.

1}, Credit Unused Sick Leave to Service Credit Secflon 20865

in exchange for eliminaling Sick Leave Paycll the follawing Cradit for Unused Siek
Leavé Service Oredit Provisions shall apply for up to 1 vear of all unused sick leave
hours. Either (two-thousand eighty) 2,080 hours for 40 hour per weék empiloyes or
2,812 (fwo-thousand nine hundred twelve} hours for 58 hour par week empioyee. Sick
leave hours may be accrued beyond 1 year of service time sither (fwa-thousand sighty)
2,080 hours for 40 hour per week emplayses or 2,912 (wo-thousand nine hundred .
twalve) hours for 56 hour per week employes but will be forfeiied upon retirement,

Unused acsumulated sick leave at time of refirement may be converted fo additional
- service gredil of the rate of 0.004 year of service credit for each day of unused sick leave
(i-e., 250 days of sick leave equsls one additionat year of service credit).

The Gily of Sah Jose will report only these days of unused sick leave that were acerued
by the member during the- normal course of employment, Additional days of unueed sk
teave reported for the puapose of Increasing the menber's retirement benefit are
prohibited. This benefli will not increase the maximum percentage allowable,

XV, Emplovees Sharing Cost of Additlonal Bensefits Section 20616

San Jose Police Officers and San Jose Firefighters llgible for this benefit shal
contribute 1% additional retirement contrbution to the cost of pension payments. A max
of 10% of employes contribulions towards pension, ’

This benefit allows a contraciing agency or an agency that initially contracts with
CalPERS to share the cost of additional refirement benefits with the employees as a

result of a-written agreement with the employee group. :

No actditlonal valuation is required If one has already beeh dong for the additions!
refiremont benefits whose cost Is to bie shared, The employer’s rate will simply be
reduced by the agreed upon percentaga cost sharing. .

| Theré are two methods of requesting an actuarial study:

8.1 the agrasment with the employess specifies a definite percentage Increass In the
employes rate, such as 1.0%, 2.0%, etc., the valuation can be done on that
basls, ‘

4. 1f the agreement with the employes group is indefinite, the agency may wish to
request several valuations, with the emplayees paying 0.5%, 1.0%, 1.5%, ete. -
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“There are se*.#era} pointsta be emphasized: -

8. This provision reqwres that the employer and the employess agree in writmg to share
the cost of the aepplicable henefils,

7, The iricrease in the member contribution rate will he sifactive as of the sffective date
of the amandment {o the contract, To reduce the percentage the employsss have
agreed to cost share &t a later date, the agenoy will nesd o request an

amendment to the confract,

B The incieased msimibvsr contibations wilh e oredited 1o each members account as

nermal contributions and will be included in the refund of accumulated
vontributions to members who separats from CalPERS covered employment and
elect to withdraw thelr contributions.

9, Soma of the optional benefits available, such as 1959 Survivor Banafits and Post-
Retirement Survivor Allowarics, may not be-applicable to alf employees,
However, if the agency includes such benefils in conjunction with Section 20516,
the contribution rate would ncrease for gll emplovees in the app!:cab!e membar
group,

10,  Itis also poselble to share {he cost of formulas other than the minimum forrmulas,
which are the 2% @ 60 for local miscellaneous and the 2% @ 55 for local safely

members,

Seciion 20816 also permits an employer to make an independent agreement with its
employees fo-share the cost of any optional benefit without requiring an amendment {o
he contract. Any such agreement in & memoranduin of understanding, which is
Inconsistent with this saclion, shall hot be a part of the contract between the sgengy and

‘this system.

X. Wilitary Service Credit Sectlon 21024

{2) "Fublic service" with respect {o a local member, other than a scheol member, alse
means arlive service with the Armed Forces ar the Merchant Marine of the Unlted
States, including tme during any period of rshabiliiation afforded by the Unlted States
government other than a period of rehabliliation for pursly educetional purposes, and for
six months thereafier prior fo tha member's first employment by the employer under this
section In which he or she was a member,

{b) Any member elecling fo recelve aredit for that public service sha!l maks the
contributions as specifled ih Sections 21050 and 21052, However, any eligible membar
who requests costing of service credil between January 1, 2001, and December 31,
2003, may, instead of making those contributionsg, make the payment catculated und'er
this artlole as it read on December 31, 2000, which payment shall be made in the '
manner described in Segfion 21050.

{¢) The public sarvice under this secfion shall not Include mititary service (1) In any
period for which credit is ofherwise given under this arlicle or Artlcle 4 {commencing with
Sectiors 20090) or (2) to the extent that tofal credi under this seclion would exceed four
years,

{d} Notwithstanding Section 21034, a2 member may selact which of two or more perlods
of service entilles him or her to receive public sarvice under this section,

{e) This soction shall apply to a member only if he or she elects to rezelve oredit while
he or she Is in stats service In the emiployment of one employst on or affer the date of
the employer's election to be subject to this section,
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(H Thie saction shall not apply to any cuntracting agenicy not to the employees of any
coniraciing agency unli the agency aleets fo be subject fo this section by amendment to
its contract mads in the manner prescribed for approval of confracts or in the case of
caniracts made aftar this section takes effect, by express provision in the conlragt
making the contracling agency subject to this section. The amendmients te this seclion
made during the second yeer of the 1988~2000 Regular Session shall apply to contrecls

. subject {o this sectlon on January 1, 2001. -

X1, Fourth Level of 1850 Su gnefits Seclin B74

This benefit provides a higher level of 1859 Survivor Beriofits to survivors of a member
who digs prior to retiremant. The beneflt is paid in addition to the Basic Death Benefit,
the 1957 Swiviver Bonefit, or, if applicabile, the Fre-Relirement Oplicnal Setflement 2
Death Benedit but would be reduced by the amount of the Special Death Bensfi, if
payable, Concurrent coverage under this section and Sccial Securily is prohibited, but
an agency may provide the henefit for the full formula members of & divided

. miscallaneaus member group, For agencies first contracting for the 1858 Survivor
Program, merrbers in employmenti prior fo the effective date of the amendment may
sleck nof to be tovered, however, participafion Is required for all future hires who are not

covered under Soclal Security (Secﬂon 21877},

A spouse or domestic pariner is eligible If he or she (1) has care of sligible children, or
(2) is age 80 or older. Children ars sligible if under age 22 and unmarsied or disabled

regardiess of age. A
The monthly aflowanée payable {o eligible s_urv!voré under thls section is as fllows:

Spouse or domestic partner with two or more eﬁgibie chﬂdren.

or three or more sligible children only ... i 52,280

Spouse or domestic pariner with one sligible child; or fwo eligible children only ... $1,800
One eligible child only; or surviving spouse or domestic partner at age 60 or alder; |
or dependent parents ... : e $O80
The normal cost for public agenciss contracting or amending to provide the Fourth Level
will ba saloulated based on tho termn insurancs funding method, This rate will be
calculaied on the paok exparlenca rather than individual siplover experience, The aclusl
omployer cost for agencies currently providing 1858 Survivor Benefits who amend to
provide the Fourth Level will vary depending upon sach agency's 1959 Survivor funding

{evel.

lf there is a deficit in the agenoy’s 1858 Survivur funding {an unfunded accrued liability)
based on the Fourth Leve! benefit, this unfunded Fability and the five vears of employer
norral costs shall be amottized and pald for over & period of five years, the first
payment billed in June and due in July following the effective date of the amendment
and the remaining four payments dus by July 15, of each following year. Ifthera is a
surplus In the ggancy’s 19389 Survivar fundihg, the surplus shall be amorﬁzed and used
to offset the five years of employer normal costs. .

At tha end of the first five years, employers in .the Fourth Level pool will péy 6niy the
pool's net premium,
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An operative date for this benefit is established &t the #me of amendmant.

i, Alternate Dagth Benefit for Logal Fir ‘9 Giredited with org
Ye ! e Section 21547, :

The surviving spouse, domestic pariner or eligible children of a deceased firefighter
member, who [s credited with 20 of more years of CalPERS covered service and whose

death occurs while in the employ of & ]oca# agenocy condracting for this benefit, may elect

oTe rihe

e WM‘I O57-Survivor Benefit--thewembarhad not-attainad - minfum-reliremant age-at-the
Hime of death, the Alternate Death Benefit is caloudated based on the member's tolal
service oredit with all employers (indluding the service credit eamed while In the employ
of the agency confrasting for this benefit) as though the member had relired at age 50
and elected Option 2W. Option 2W provides the highest monthly allowance o a

beneficiary,

If the member had attainepl minimum refirerment age at the time of death, the benefit Is
calcuiated as though the memiber relired on the date of death (from the employing
agency and all previous CalPERS covered etaployers) and elected Option 2W, If the
decsased firsfighter had not affained the minimum refiremernd age &f death and had
service credit with previous CalPERS agencies, the cest of the Alteinate Death Bensfit
will be the liability of the smploying agency, except for a partial offsel of costs resulling
from a transfer of the members contributions from alt previous empleysrs to the
employing agency. The increase in liabllity not offeet by this transfer will be paid by Ihe
agency contracting for this beneflf and employlng the member on the daie of histher
death. If the deceassd firefighter hiad attained minkmum retirement age at death, the
increased cost of the benefit (Tegardless of whether the member has service credit with
another CalPERS smployer} Is the fiability of the agency contracting for this benefit and
~employing the member on the date of hisfher death.

XVill. Supplemental Retiree Benefit Reserve

The Supplementsl Retiree Benefit Raserve (SRBR) will be closed 1o all participatory
members In the TIER U retirement plan. All members who veluntarily rev iy move
info the TIER H retirement plan shall forfeit all dghts io any future SRBR earnings and of

payments.
X1, Retirae Heaith and Dental Gare

Al TIER 1 participants shall receive all Reﬁree Heulth and Dental insurance bensfils as
TIER | members,

2V, Retiraa Health Care Pre-Funding

The {".‘-ity and the Union agres to continue to pre-fund the fire and police retires medical
and dental healthcare banefils as deseribed i both of the current the SJPOA and IAFE

Local 230 mamorandum of agresments,

XV, Non-Duplication of Benefits

- A retiree may not be simultaneously coverad by City sponsored plan-provided medieal
banefits aa & refirea, and as a dependent of another Clly retiree or Clly employee,
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TIER {: RETIREMENT BENEFITS FOR CURRENT EMPLOYEES

‘Gurrent Relirement Benefits in effect for both SUPOA and IAFF Local 230 members
respectively shall remain status-quo but for the following provision changes.

|, _Ellminate Sick Leave Payoff

Provislonz fof Sick leave payolf shall Ee alimnated In SIPOA and TAFF Local 230

’iemofandumsofﬂgreemmts

. Credit Unused Sick leave fo Ser\r!ca Credit Secfion 20965

In wchange for eliminating Siok Leave Payoff the following Credit for Unused Sick
Leave Service Credit Provisions shall apply for up to 1 year of all unused sick leave
hours. Either (two-thousand sighty) 2,080 hours for 40 hour per wesk employes or
2,912 {two-thousand nine hundred twelve) hours for 56 hour per week employee. Sick
leava hours may he acerued bayond 1 year of service tima either {two-thousand eighty)
2,080 hours for 40 howr per week enployes or 2,812 {two-thousand nine hundred
twelve} howrs for 58 hour per week employes but will he forfeited tpon retirsment.

Unused sccumulated sick leave at time of ratirement may be converted to additiona
setvice credit-at the rate of 0.004 year of service credit for each day of unused sick jeave
(Lo, 260 days of sick ‘eave eduals one additivnal year of servica credit),

The City of San Jose will report to Retirement Setvices only those days of unused sick
leave that wete acorued by the member duiing the normal course of employment.
Additional days of unused slck lzave reported for the purpose of increasing the
member's refirement benefit are prohibited. This benef will not increase the maximum

percantage of retirement aliowabls.

‘The City of San Jose shal direct refirement services fo perform and add hito the
valuation the value of this bensfit, Tha Cily of San Jose shall he 100% responsible for
the norraal cost determined by this valuiation, Estimated impact on normal cost to be

$0.1%-0.2% of payroll for both groups,
. _Bupplemental Retiree Banefit

The 8an Jose Polics Officers Association and Sen Jose Flefighters, IAFF Local 230 -
agres o discuss and determine legal and equitable ways to address the Supplemental
Refiree Banefit Reserve (SRBR) prograi in the Police and F ire Depariment Retirement

Plan.

Elther the City or the Unions, may provide notice 1o the other of its request o discuss the
- 8RBR program. Upoan such notice, the parties shall continue these discussions within
tert (10) calendar days after the Glty.or Union recelves nolice from the other,

The City and Union shall mest and confer in good faith |n an effort to reach an mutual
agresment. # the parties are at limpasse and no agreement is reached on thoss jssuss
thetare a mandatory subject of bargaining, the parties shall submit such issues for
delermination in accordance with the applicable provlsions under City Gharler seotion

ERTIT
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V. Retiree Hoglth Care Pra-Funding

- The City and the Unlor agree to continue to prefund the fite and police retiree medical
and dental healthcare benefits s described in both ofths cirrent the SJHPOA and IAFF

Local 230 memorandum of agreements.

V., Non- lication of

A r&%&m%b%ﬁm%e%&%&%é%%ﬁ&mmaﬁ-ﬁaﬁeﬁﬁe&eai

her City reliree or Cily erployes
September 27, 2011
§
\:j gl <
A
Rolert Sapien, Jr, . George Benttic
President

President
San Jose Firefighters, IAFF Local 230 San Jose Police Officers Association
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BOLTON 1&? PARTNERS

Septernber 26, 2011

Via Email & U S Mazl

e

Robert Sapien

President

San Yose Fire Fighters, Local 230
425 K. Santa Clara Street, Suite 300
San Jose, CA 95113 "

Re: Benefit changes

.ﬁear Robert, '

The San Jose Fire Fighters asked us to look at the savings assomated with replacing the cu::rcnt

‘retirement plan with an alternate (less expensive) plan. To make my estimate 1 dependéd on

Segal’s most recent Actuarxal Valuation Report (as of June 30, 2010) as it pertains to the pension
cost for the City of Sen*Jose Firs Fighters, My understanding is that this report shows the most

‘ ‘recently available plan costs and assumptions used to-calehlute these costs. I also relied on the

Jane 30, 2010.actuarial vatuation report for the OPEB plan dated April 27, 2011 and perfozmed
by Segal and sifnilar Cheiron reports for the Feder ated plan,

Overview

,  tepresemis owr cost projection of the Union’s
proposal. If you compare our projection for the five years from FY12 through EY16, the

- cumulative City contribution drops fiom $987.9 million in 'Pable I to $711.4 in Table 5.

What is the Unjons® proposal? Tha Pelice and Fire Unions are proposmg to gradually replace
their cutrent fetirement plan with the CalPERS 2% at 50 plan, Cuzrent retirees would stay
behind in the current plan. Cusrent employees would be given the option 1o stay in the carent,
plan or move to the CalPERS 3% at 55 (Tier 2), New hires (7.’1/12 and later) would be rcquned
to join the CalPERS a 2% at 50 plan (Tier 3). All employees in CalPERS wonld pay 10%
employee contributions and gwe up their sick leave payouts

.Pmp osed benefit changes

The formulas for the 3% at 55 and 2% at 50 are attached since then- titles do not fully describe
the bensfit rates at all ages, These can also be found on pages 23 and 39 of the foltowing hnlc

http:/Pwerw. calstate, edu/Beneﬁtsipdf/CalPERS Pub7-booklet.pdf

Bolton Partners, Inc.

" 100 Light Stveet » 5t Floor * Baltitmore, Maryland 26202 » {410) 547-0500 + (800) 384-0263 » Fax (410) 685-1924

Actvarial, Benefit and Investment Comsfftam’s




Mr, Robert Sapien
September 26, 2011
Page Two

‘ CaIPERS a!so has a list of the jurisdictions with 3% at: 5 benefit. Thave attached ihai Hist bat it
can aiso be foond at:

bhfiy://www.calpers.ca. gov/awdocglemnloyarlgmﬂfc am-se;xmes!retiremanﬂ?r'QarcentatS’S pdf

Generally speaking the 3% at 55 provides & Jower benefit for Firefighters than the oumrent plan
since they can cwtrently get 3% at the earlier of 55/20, 50/25 or 30, The average firefighter it
hired around age 29 so many get 3% before age 55 undm the current plan, For police officers the
sifuation is a bit less olear, The sverage police office is hired st age 27 (many dre hired at
younger ages). By 52 the “average” police officer wil receive 70% currently (2.5% x 20+ 4% x
5) vs. 66% (2.64% x 25) urder the 3% at 55 CalPERS formula By 55 the “average” police
officer will receive 82% currently (2.5% x 20 +4% x &) but would receive 84% (3% x 28) under
the 3% at 55 CalPERS formula, The advantage at Gerfaln ages is likely mote than offset by
polme -officers workmg longer if they move to the CalPERS 3% st 55. However, just as
- important is the issue of what features are selected under the CalPERS fo&'nm]a. The cost fo
provide the 82% pension under the San Jose plan is more valuable than the 84% under CalPERS
_if you replace either (1)the Sdn Jose post retirement survivor benefit with {the basic CalPERS

surviver benefit that the tetiree needs to pay for or (2) lower the San Jose 3% COLA to CalPERS

2% basic COLA, As noted below, those who transfer also will give up their unused sick leave

_payonts.

The City is going to lock at b bottom ling: What happens if we do nothing and what can we
afford? What we can afford is not the same as “what can we get away with” but neither is an
actuarial question, We understand that the City often talks about where cost will be by ¥Y'18,

We understand that the City has a somewhat out dated prujeetion of $224.5 million by’ FY16 for

Fire and Police pension and OPEB cost (fiote the $224.5 milliod is the Fire and Police portian of
the $400.7 million amount shown on page 8 of fhe City Manhagers May 2, 2011 Budget Mema).

Wo wers ablo to matoh the $224.5 million contribution by rofling forward 2010 actarial
valuations ignoring any geins or losses since 6!30[ 10, 'The foiiowmg summanzes our

compaﬁsou

Table 1: Base Lite (City vonitibutions in millions $)

. FYI1l | BY12 - FVi3 FY 14 FY15 - | FY16

F&P :

Pension $991f . $1320] $1531] -$17737 § 19511 §$ 2014

F&P OPER - B 1358 $ 169 $ 21.2 3 2581 -8 3071 % 344

Total $112.61 3 148.9 $ 1743 $2031}) -§ 22581 § 2358

01d City ' 7

Projection . $1000 $ 143.6 $ 1769 3 201.6 $ 21771 § 2245
- | Difference $ 1261 § 353 # 28 $ 13 5 B1| % 113

Bolion Partners, Ing,

-
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" - Table 2: Base.line with known gaing (City contributions in millions $)

ﬂawmmmmmgmmwmmﬂmmmmmm

since the end of FY' 1} These include FY11 im
and a pay cut of 10% for FY12 and no raises.in FY13, K we reflect the FY 11 tuvestment gains

end the agreed to pay cuts we get the following contribution; |

abont 18%

i FYil FY12 FY13 FYl4 FY15 - | FYis
F&P i

Pension $ 99.1 $114.0 $1250 | $142.7 $1534 | §$1508
F&P OPEB $13.5 $18.9 $212 §25.8 £30,7 $34.4
Total $1126 $130.9 $ 1463 $168.5 $184.1 $ 1872
Old City : K : e
Projeciion - $1000 $ 143.6 §1769 $201.6 $217.7 | $2245
Difference | $ 12,6 S 2.7 (3 30.6) ($ 33.1) 3 33.6) | (5313

In our calcula:élons, the City confribution rates shown for the police/fire pension plan are before
‘the application of any credit from the SRBR. sccount to reduce the Ci
of our prDjEGIIOIlS preserve the emshng SRBR account balance,

City's conteibution rate, All

- The snvmgs in FY16 for Fire and Polznc is $48.6 million ($11.3 + $37.3). We were asked to
_ separate the results betwesn the twe sources and provide fhe same information for the Federated

plan.. The chart below summarizes the estimated reduction in Czty ] pensmu confribution in

FY2016 due to thxase two favorable factors, ‘

Table 3: City cost savings in FY2016 dug to payroll decreases (FY2012, FY. 2013) and favorzhle
FY2011 asset return (§ in wmillions)

__ Police/Fire | Federated Toial
DPuyroll decrease $ 26.6 § 861} $ 352
Assef retrrn $ 220 $ 121 3 3441
Total Clty cost '
savingy $ 48.6 $ 207 $ 69.3

We pointed out that the amount of the FY1] investment gain is uoknown but that since
6/30/2011 returns have not been good. We always face the issue of how material must events be
since the end of the last fiscal year to require recognizing them in our decision making process.
Different people: will come up with diffsrent answers to this question and the same person might
have had one answer when I wrote this letter and a different answer by the time they actuslly
read the letter, -

Boltox Pavtners, Tue.




Mr. Robert Sapien
Septernber 26,2011
Pagoe Four

Stn'f:fzg& due tp pmposed beﬂaﬁf changes

ot

-

Wext wo discuss the sarvmgs assocxated with any proposed benefit changes For purposes of this

WWWWWW&&“ ~Tozdexstand that the POA's acmary is looking, into
.OPEB savings. While of long fetm importance, from Table.l we can se& that GFEB cost are

significant but might not be the main cost driver between now and FY16, |

X wonld aiso like to point out that the OPEB costs are only H Ingh a5 they are-because San Jose
has a goal fo prefind OPEB. Many employers abandoned trying to prefind OPEB because of
budget problems. Prefunding is a.good goal particularly where employees are contributing and
we have generational issues not just between generations of tax payers but generations of
employees. However, funding is not required ejther legally or by the accounting rules. Perhaps
the City should consider ramping up to prefunding over e period longer than five yeats since
many other employers have backed off any attempt to prefund. E

We have teflected.in the tables 4 and 5 below the refirement options dmcussed on page one of
this leffer fo move fo Ca!PERS Al of these results have Bxve] models iwhich contain more
defails on the assimpfions wsed.s The models alse have moid” apnb’ﬁs (e.g, selection of
amortization periods) and we have left some of the actuarial documentation ont of this memo and
placed it in the model whick you have. It is also worth noting thag, weirelied on CalPERS
Notmal Cost information (for. base benefits and added features). ‘We used'a shghﬂy higfier value
for the buy up to the 3% COLA

. We will call the CalPERS 3% at 35 p}an for current emplcyws the Tier2 Piam For new hites

we will call the CalPBRS 2% at 50 plan the Tier 3 Plan,

Curtent employees are asmmed to refrin & maximum COLA. of 3% wheregs all new employees
ato assuined to have the defiilt CafPERS maximum COLA of 2%. All employees are assumed
to conmbute at the Ca]PBRS 9% of pay conmbnnon rate plus an additional 156 for a total of

10%.

The tab!e below summarizes the detalls of the two CaIPERS p]ans The features that are -
- different among the two plans are hightighted in yeliow

' . Bolton Parfmers, Ine,
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September 26, 2011
Page Five
Tu‘ﬁ}.’: 4
, : Tier 2 ‘Her3
Base banefit 3%at 55 ~ 2% at50
Mecimum COLA, ) 3% 2%
Finel Average Earnings based - . ‘
5, on 20042) . 3 year salaty " 3 year salary
. | Credit for anpsed sick leave ) ' )
{209635) : Yes . Yes
Alernatz pre-retivernent death _ ,
benefit (for fire anly 21547.7) . : Yes Yes
Post yetirentent servivor ‘ ‘
allowance (21624) Yes Yes
| Improved disability retivensent -
(21427 and 21430) ‘ Yes Yes |
CalPERS Gross NC as % of
paproll — police 33,73% © 28.94%
CalPERS Gross NC as % of .
payroil— fire N 33.86% 29.07%
Police and Fire have slightly difforont normal cost due to the 21547.7 benefit
Estimated City F&P cost, pension plus OPEB, in millions
$250 :
4200
5150
$100
$50
. so T T — . i -+ ‘_ -1
2Q1i 2012 2013 2014 a5 - 2018
Fiscal Year Endl_ng L
~gBaseline  ~—Daseline with knowngalns  ==E6% opt b, CalPERS

Bolton Partu.ers, Ine.




Mr, Robert Sapien
September 26,2011
Page Siz.

As siated earlier, defails on the methuds and sgsumptions used are contains I the nates gection

of our excel model, . "However, we would like to point out one set of changes xelafad to the
transfer to CalPERS )

» F1rst, the spread between the actuanal valze of assets and the market value, This
untecognized Ioss in the Fire and Police plan is about-$42 millien on 6/30/11. While this
is down from the $353 million a year eatlier, you still cannot buy a cup of coffee with it
since it does not exist. If we transfer some funds to CalPERS the market value of asscts

is all that matters,

*» Second, the current plan has a number of layets of amortization periods. If we transfer
some participants to CaIPERS, it is likely that CaIPERS will only have one amortization

period imtm[ly

To accoutit for these two issues, under the CalPERS models we reset the 6/30/2011 actuarial -
value of assets to the market value (increasing contdbutions in FY13) but also reset the
amortizations into one single 16 year "base” (decreasing contributions in FY13). On a fiet basis
there was-almost no change in FY13 (down by about $115,000) but more importantly the prior
investment losses are behind us and no longer pmduce a tronding up of the cost as a percentage

of payroll, .

SRER

~ Attached is an appendm with some thoughts on the SRBR. As has been noied by ofbers, the
-SRBR provision is not currently being prefunded. Baged ot: fhe Cheiron methadology in-the
Federated plan, we belicve that Cheiron will put a cost on the SRBR of about 32.7 million/year,
. some of which the employees may be asked to pay for. Like any other benefit, the SRBR comes
with certain rights There has been some discussion gbout replacing the SRBR with some other
benefit such as 2 “purchasing’ power protection” on the COLA, This would require some time to
find a benefit of equal vahue and gwen the limited scale of the SRBR cost wo have not made this

a priority.

_ Sick Letve Payout Savbzgs

Page 27, of the City Manager’s May 2, 2011 addendum discusses sick leave payouts. I{ shows
total City payouts of $14.61 million in ¥Y10, I don*t have s breakdown between sworn: and non-
swoin employees but T understand that in FY08 71% of the payout was for swom employeds.
The Union ig proposing to ¢liminafe the sick leave payout for all employces. As shown in the
Table 4, we are proposing to add the CalPERS “20965” featore which would provide pension
credit for unused sick feave and a cqmparablc provision for Tier 1 employees. This added
CalPERS cost is netted out of the pension savings shown sbove, Savings of about $10 millien in
aniwal sick leave payouts would be achieved, offset by the cost to pmvxde pension oredit for
those who stay behind in Tier 1.

" Bolten Partners, Ine.
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 September 26, 2011 e

Page Seven

‘Conclusions . A .

The first corclusion fs-thet stgnificant-improvernets heve-substantially roduced the Gity's $224:5

" prediction for FY16. Using current assuraptions and, reflscting FY11 invesiment gain_s' and
" payroll concession alone, the FY16 contribution is expected to be $48.6 million less than -
predicted ($69.3 million if you included the Federated plan). :

The second conclusion is that allowing membezs to transfor into CalPERS will save money but
rmost of this savings is in the later years unless a significant mumber of employees were o
transfor, (which we think is pessible), The CalPERS normal cost is anywhere from 4% to 10% of
pay less than the normel cost for the.current plan. The normal cost savings for current
employees would be on the low end of this range, Also, since the firsi new hirc required to go
into CalPERS would start on 7/1/12, this only impacis two years in our projection (FY15 and
FYI16). - ' : I

In summary, our projection shows fhat there would be about a $277 million savings over fiye
yeats when we compare the Union proposal to the City’s forecast. : : '

1 am & member of the American Academy of Actoaries and I meet the Quaﬁﬁcaﬁon Standards of
the Amerioan Academy of Actuaries to render the actuarial opinion confained herein.

Please feel free to call me with any questions.
: Sincei'ely,_
BOLTON PARTNERS, INC.

-

Thomas Lowman, FSA, MAAA, EA

Bolton Partuersy, Ine,



Teble 5: CalPERS 66% opt.in (Tier 2) and new
contributions in miilions $)

- Appendix 1« Savings

hires in-CalPERS 2% at 50 (Tier 3) (City

L

E@iab}ebmﬁzasﬁe_zqﬂtﬂi@r the scenatio
66% of current actives opt into Tiet2

G 121

+ -Tier émployees’ benefits are computed using 3 year final average earnings

*  34% of current actives remain in the currentplan ‘

+  Tier3 (new hires) receive 2% at 50-Plan, plus lower OPEB benefits

FY1l Fyi2 E¥13 " FY14 FY15 FY16
r&p $99.1 51140 $1iL1 $1158;1 %1201 $124.6
- | Pension - - ;

F&P OPER 31i3.5 3169 3212 $258 $29.8 $32.3
Total $112.6 $ 130.9 $132.3 $141.4 $149.9 | 51569
Old Clty ‘ ‘ .
Profection $100.0 $ 143.6 $176.9 $201.6 $217.71  $245
Difference. . § 12.6 (5 446) 1 (3 602) (% 6781 (616}

Bolton Partuers, Ine.




. Appendix 2—~SRBR

.Tn their May 2011 Federated plan experience study Cheiron put a range of cost on the Federated
SRBR. 2nd recommended a load to the Notmal Cost equal to 0.35% of assels. This approach is
known a5 the Term Cost Method of reflecting gatnsharing programs. The Federated and F&P
SRBR_are materially different in the porfion of any excess refurns allocated to the SRBR. We

expect that Chelron will put a sigrificantly lower cost on the ¥&P SRBR both because of the

differences in the SRBR provisions and jn the differences in the asset mix between the fwo plans,
The benefit differences are as follows: . _

.  F&F: The SRBR {akes 10% of the average return over the last five years in excess of thé.
actuarial assuinption and places it into the SRBR fund. At 7/1/2010 the F&P SRBX find

had $33.3 million. Money from the SRBR. can go either for retiree benefits or fo redude
the City’s contribution. The emount going for benefits is equal to the' nterest on the
SRBR. ‘The amount going to reduce the Cify’s cost is 10% of the increase in the first
year’s cost, but Timited o of 5% of the SRBR pricipal and only occurs if there is an
inctease in the City's contribution due to investment losses. This is all described on page
41 of the Segal 2010 AVR. o .

« Federsted: There is a description of the SRBR on page 12 of the Cheiron 2011
Experience Study. It says that thé SRBR “receives 10% of any excess earnings in g given
year, Excess carnings arc dofined as the actual investment sarnings less interest credited
to member accounts and inferest up to the assemed zate that is credited to the SRBR and
the Genetal Reserve “ The Bxpericnce Analysis also says that the SRBR money “cannof
be transferred back to the General Reserve to support the Basic or COLA benefits.” The
Fedsrated SRBR fund had $28.3 million at 6/30/2010. -

The asset mixes in the two plans are also significantly different, with the variance in investrent
retums (stendard deviation) likely larger for the Federated plen than the F&P plan. The

- difference in investment mix, based on information in the July 1, 2010 actuarial valuation report
" and the Federated plan experience study is shown in the table below. Because of the much -
higher portion of essets in fixed income securities and much lower porfon in equities and
alternative investroents, we believe that the investment advisors would likely expect a less
varable investment return for the P&F plan, resulting in a lower adjustment in the investment
refien to refiect the SRBR. ' _ :

. Investment Category . Federated P&F
Eguitles . - - 49% : 37.1%
Fixed Income (including international) W% . A05%
Opportynily 5% - 0%
Hedge Funds : 3% 0%
Private Equity ) ' 6% 4.4%
Real Estate e 5% _79%
| Real Assets _ : ' 10%] - ] %% -

| Cash and eguivalents, and receivables . 0% ©10.3%
-Other nvestments , 0%, £0,3%)

| Totul ' - 100% 1000% ¢

Holton Partners, Ine,




Appendix 2 SRBR

As previotsly noted, Cheiron suggested funding the Federeted SRBR by adding an additional
smonnt to the annual contributions equal fo 0.35% of assets. Because the Federated SRBR is
baged on annval retums and the F&P SRBR is based on five-year average retums we expect the -
E&P Joad factor be about 44% of the Federated factor (0.35% x 44% = 0.144%). Since the

purpose of finding Is to provide assets for employée benelils and sOme of the SRER fmdsgoto

L]

reduce fature Cily contributions, there should be o farther redaction:—Alse; becauso-the PEF

assets are mvested more cypservatively, there should also be a further reduction. We have not
yet modeled these two adjustuients, However, since some reduction is required, nd we belisve
that these two differences will significantly reduce the adjustment, we are lowering the 0.144%

to 0.1% (a 31% decrease), Wo realize that the Cheiron calculation may not be consistent with

other results provided years ago by the systém and some mey wish to fry and reconcile these
differences, However, working off of the Cheiron resalt and based on a market valve of assets of
sbout $2.7 billion, the F&D SRBR has a current-cost of about $2.7 million/year. ‘

Rolion Parfuers, Ing,




Appendix: 3 — CalPERS Benefit Rate Charts

2% at 56
[
} &)
Yeats of Service ] - . Porcentags of Fingl Gompensation
5 10.00 10.70 11,40 73.10 12.80 1350 .
& - 12,00 12.84 13,68 14,59, 1536 16.20
T 14,00 14.98 1596 16,04 - 1792 189G
H 15.00 1712 1824 . 19.36 50,45 21.60
2 18.00 19,26 20,52 2178 23,04 2430
10 20,00 21.40 22.80 24.20° 25.60 2700
11 22.00 v3.54 25,08 26,62 98,16 29,70
12 7400 75,68 " 37.36 25,04 3072 32,40
13 2500 37.83 20,64 3146 4308 3510
14 28.00 79,96 31,02 3338 35.84 3730
15 3000 33,10 IR 36.3¢ 3840 4450
18 32.00 34,74 3648 38,72 496 4320
17 34.00 36,38 38.76 4114 4352 45,90
18 36,00 38.5% 41,04 43.56 46,08, 48,60
19 98,00 46,66 4332 4598 48.54 3130
20 40.00 42.80 43560 48 40° 5120 ° 34000
21 42,00 4494 47,88 50.87 5376 58.70,
22 44,00 47,08 30,16 5324 | - 5632 3040
25 4500 4023 5544 3566 48,88 $2.10
24 48,00 | 51.38 5472, 53.08 6144 5480
25 50,00 53,50 . ST.O0 030, 64,00 §7.50
96 52,00 5554 50,28 6292 66.56 7030
=7 54.00 57.78 81.56 8534 6912 1,90
28 - 3600 5092 . . 63,84 67.76 71.58 73.60°
29 . 5800 206 8617 70.18 74,94 78.30
20 - £0.00 64,20 6340 72,80 76,80 81,00 .

Bolton Partners, Inc.




Appendix 3 — CalPERS Benéfit Rate Charts”

3% at 55.

) 37.500

5014 24309 37.037
50 i1 F460% 36.586
5034 2.490% 36145
51 2.520% 35715
514 2.550% . 35,205
511m 2.580% 34,884
5130 ~2610% 34.483
52 2.640% 34.091
52,14 2670% 337708
5240 T 2700% 33,334
5234 - 27B0% 32.967
53 2.760% 32,609
5314 2790% 32,258
5318 2.820% 31,9195
5334 2.850% 31,589
54. 2.880% 31,250
54 14 2.910% 30928
54 2.940% - 30613
54 34 2.970% 30,303
5% or older 3,000% . . 30.000

Belton Partness, Tne.




Employer Agendy Name Salaly Armend

Bode# Gafsgory  Effeitive Date
1016 Piedment Sately ' -11{112004
822  Pinole - o .. Safey  8MeE003
142 Plumas County , Sheriff' - 10/2012002
460 Port Huenema Police £/24f2002
4297 Porenile Safely 71112006
' 242 Redonds Beach - Fire - TH2002
850 °  Reedloy Safaty SIGIZ008,
1273 Reseue Fire Protestion Dlgtrict Bafely 82002
330 - Richmond ‘ Fire 10/20/2002
131 Rincon Vallay Fire Pmtectfcn District Safely 31112003
79  Riverside Fire: _ B10/2002
1321 Ross Valley Fire Serv}ce i Bafely 12712000
1421 Bacrarnento © Fire bI2212007
472 Salihag Rural Fire District Safely © BEI2000.
81 Ban Berhardine . Bafely TH12004
301  San Marlno Fie . 71512006
1487  Ban Migusl Gonsohdated Firg Diskrlet . Safely  ~ gH1B/2001
384 San Pablo Police - TAJZ004
DoG Sand Gity Police EMIZ00%
718 . Santa Maris, City'of Fiid 12/25/2004
4  Santa Mohjca Polise - 1174812000
b4 Santa Monica Fire: - f2116/200m
1856 Santa Monica Gommunily Gollege District ‘Safely - 2003,
598 'Saratuga Flig Protettion District Safety 512002
428 Saugriifo. - .. Fre G4/2000.
425 Sausalifo Palice 114172001
831  Scofts Vallay Fire Protection District Safely - 6/14/2000
1700 Shafter - - Police 12/26/2002
1674  Shasta Lake Fire Protec,hen Dlstrfct Safety 6/18/2000.
870 Bigrra Gounty Suféty 3HM0/2002
487 - Sierrs Madre Police . B/27/2000
824 Simi Vafley Safety 1 0H 2/2000
1424 Salana’Beach Lifaguards TH2/2002
‘726 Soull Lake Tahoe ' Fire - iS00
443 Tehama County | CPO TA2003 -
516 . Tiburon Fire Protection District Safety 87112001
876 Tiburor, Town of ' Safety 5282004
168 Tomance . ‘ Fire 211172001
18 Town of Hillsborough Firgs 612572007
401 Town of Sarf Angelmo Firer 127442000
401 Town of Gan Anselmg - Pglice 2142007
- 188 Tracy Firer - 11142005
1001 Tracy Rural County-F Fire Profection Distrlct Safety 12512004
T 8gr Truckee Fire Piotection Digtrict Fira 9112005

1644 Twaln Herte Community Services Distriet  Safaty 11112007

FAOUTEIIN & TR LA LY wAd ey




Employer ‘ 3 ‘ $afefy Amend
Gada® AggncyName T Gafegory  Effecilve.Date

1365 Twenlyiiing Palms Water Disfrict Safety 812812004
1271, -~ Twin Citles Police Autherily Safety 176/2603
1878 Uppertake Fro Protection Distict——Safety 7112003
164 WestAlmanor———————Firgr——10/02/2005
700 Winters: Pollce 6/20/2004
957 EVaad?ﬁdge Rural County Fire Froteetion  Firer - BITR005
isiric : '

Bolton Partaers, Ine,
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PUBLIC EMPLOYEE PENSION PLAN AMENDMENTS - TO
ENSURE FAIR AND SUSTAINABLE RETIREMENT BENEFITS
WHILE PRESERVING ESSENTIAL CITY SERVICES

_The Citizens of the City of San Jose do hereby enact the

following amendments to the City Charter which may be

referred to as: "The Employee Fair Pay ﬁ}@iﬁ for Fiscal
, Sustainability.” i" H
il

il
hﬂgi], } }

Section 1: FINDINGS i
it il K ‘k

The foliewmg services are essent iy 1to thg health, sa!f%ﬁ:y’
quality of life and well-being of San‘ﬁ*) e tleél}dents péﬁzce
protection; fire protectloq treet mal ance, libraries; and
community centers (herea ( -l%?isent;al t,y Services”).

by 14;
The City’s ability §Qgﬁrov1de Iizgdicm!zeﬁ” Rwith Essential City
Services has be 03 an&{ ntmues tobe t reatened by budget
cuts caused i ; %@e r:hmblyﬁ Lcosts of employee benefit
programs, and ei p i étﬂ economlc crisis. The
emplc‘yéﬁ %)k;xpg?f hﬁ S re ement plans is expected to
incrgase dramé{’o@gﬂly injthe near future, In addition, the City's
accru d }{mfunde %&bzlz&y for other post employment benefits

~ primariky !health nefits - is similarly increasing, To
'adequately' d t]} se costs, the City would be required to
make dramatlc ?{gifcs to Essential City Services. -

These cuts to Essential City Services have already created a
public service emergency in the current fiscal year, an
emergency that is projected to worsen significantly in Fiscal -
Year 2012-2013 and beyond. Because the cost of retirement
benefits is rising so rapidly, and current economic conditions
and legal restrictions severely limit revenue growth, there is no
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reasonable prospect that further critical reductions in
Essential City Services can be avoided. By any measure,
projected levels of services are unsustainable, and endanger
the health, safety and well-being of the residents of San Jose.

Without the reasonable cost containment provided in this Act,

the econoic viability of the City, and hernce, the City's

employment benefit programs, will be placeq g}pgm imminent
risk. ' H{H

E
The City and its residents always intc; g‘litha@u ension and
il l!
post employment benefit plans he falr, teasonablely subject
to the City’s ability to pay mthaﬁﬁg opar%;ng Clty ﬁmces
- At the same time, the City is and mjéﬁ gpnain committed to
preserving the health, safg?r and wel ) ;lpg of its residents.

5“
By this Act, the voters find a d&i e thaf“ggnswn and other
pcst-employmen ?ﬁ efits mu 'st b’é ]:ﬁ ted in a manner that
protects the C1 and ubilc afety at the same time
allowing for t ntinlq.Ltmn 0 @post-empioyment benefits
for its workers i:r ﬁ

t! Eﬁi H [
T}uﬂ is mteul d to ngthen the ﬁnances of the Cityto
ensur‘& Clty de( ' inﬁié ability to fund a reasonable level of
beneﬁts fff@nite lated at the time of the voters’ initial
adoption o City's retirement programs. Itis further
‘designed to e 4 u&le that future retirement benefit increases be
approved by the voters.

The voters hereby find that the facts and circumstances
constitute an emergency within the meaning of the Meyers-
Milias-Brown Act (“MMBA"), Government Code section 3504.5,
and pursuant to the City’s authority as a charter city under the
Cahforma Constitution. Eg, Cal. Const, ArtX], §5. ‘
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Section 2: INTENT

- This Actis intended to ensure the City can provide reasonable
and sustainable post employment benefits while at the same
time delivering Essential City Services to the residents of San

jose

The City reaffirms its plenary authorlty as g%harger city to
~ control and manage all compensation p, @ ided to its
employees as a municipal affair undeimﬁ £ahf
Constltutlon [

. uuilg !%l! it
The City reaffirms its inherent nghmjcb a Lﬁesponsnbly to
preserve the health, we faﬁ and well: Earﬁ 3 of its reSIdents

This Act is not intended to dé rlkué!i curr i’lt orformer
_employees of ben% earnedfo gﬁ*vlce as of the time of
the Act’s effect % ather, t‘;g;e Act is intended to preserve
earned beneﬁ T ﬁ{ of tlﬁg’ i ﬂ@ate of the Act.

y

| i -
This Ag ghls i ten 1“6[3}.![03 the pension amounts
rec%‘ﬂ?d by angr gtlreé Fﬁudmg any cost of living increases
recel EHHW retlrt&ém as oéﬂ: e effective date of the Act.
i ,

| 1 |
This Actis E ‘ﬁ nteided to grant any vested rights to any post
employment ia iaéﬁt. The City expressly retains its authority to
amend, change or terminate any retirement or other post -
employment benefit program provided by the City; provided,

" however, nothing in the Act shall be construed to require the
forfeiture of any contribution made by an employee toward a
pension plan benefit.

effecti
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- Section 3. Measure Supersedes All Conﬁicting Provisions

The provisions of this Act shall prevail over all other conflicting

‘or inconsistent wage, pension or post employment benefit
provisions in the Charter, as well as all ordinances, resolutions

or other enactments.

Section 4. Reservation of Voter Authority(ﬂ}[[g I

The voters expressly reserve the rlght t fl lft%l{er any change
in matters related to pension and otl} Ej st-e yment:
benefits. The City Council shall ha ;:'é‘{no uthorlty ree to
any increase in pension and/or #éf} ee h thcare b iI«,\ﬁ"cs

- except that the Counci] shall have t ‘mty to adbpt Tier 2
pension benefit plans th_l}‘wthe hml F forth herein,

i
15 ﬂf {;; Lguncil

i)

Section 5. Reservatlon of Rilgﬂ
1[f

Subject to the 1tat setf in th s Act, the City Council

retains its aut ke all a ans necessary to effectuate
the terms of this m iﬁﬁ re the preservation of the tax

i
status ﬁ;ﬁ'ﬁ’lﬁ@ ame changa or repeal any
h’ﬁment or r po {gmployment beneﬁt program subject
éﬁ‘i s of th{ t}neashre

Section 6. lq}h rexii Employees
W'

{(a) “Current Employees” means employees of the City of San -
Jose as of the effective date of this Act and who are not covered

| under the Tier 2 Plan {sectien-Section 8).

Current Employees w tooptintot lectio
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| Program (“VEP.” described herein) will share 50% of the costs

to amortize any pension unfunded liabilities, except for any
pension unfunded liabilities that may exist due to Tier2
benefits in the future,

(c) A Current Employee’s share of the cost to amortize

pension unfunded liabilities shall be 5% of pensionable pay

~ starting June 24, 2012, and increased by 5% apit ually until the
employee’s proportionate share of the cosfy lﬁ' ac s 50% of the

| amortized pension unfunded hablhtles ch employee’s
share capped at 25% ofthe employEﬂ ﬁi pbpsm ‘bﬂe pay.

{d) The starting date for an eny %yee st ﬁompensatgts} ?
adjustment under this Section sha éh% 2012
regardless of whether the P has be i plemented Ifthe
VEP has not been nnplem ﬁf@ any Té the

‘compensation adjustments xa to all *urrent

- Employees. ;42 h”ign { :ﬁ H
(e) Currentfﬁjd

}oye share he cost to amortize any

unfunded liabilitiég Ra ﬂ@@@a@ flated separately for
emplo ﬁ‘éﬁéiih,g e Po B Department Retirement Plan

and
and gmployees p ithe PB Lﬂ@rated Clty Employees Retirement
Systefﬁ{} “ W

| ib | |
(B The Cz ] | il shall adopt by ordinance the procedure
and formulae 3essary to implement this Sectmn _

Section 7: One Time Voluntary Election Program (“VEP")}
 The City Manager shall propose, and the City Council shall

adopt by ordinance to be effective not later than June 30, 2012,
a Voluntary Election Program (“VEP") for all Current
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Employees who are members of the existing retirement plans
of the City as of the effective date of this Act. The
implementation of the VEP is contingent upon receipt of IRS
approval. The VEP shall permit Current Employees a one time
limited period to enroll in an alternative retirement program
which, as described herein, shall preserve an employee’s

pamedbeneﬁiaccmaLiheﬁhange_mbeneﬁtaccmalmli apply

only to the employee’s future City service, E oyees who opt
into the VEP will be required to sign an 1rrﬂ ?ca e election

waiver (as well as their spouse or dom gfner former -
spouse or former domestic partaer, i ig @é}ly reghired) where
they acknowledge that they u'revogh Vkelinquis !@
existing level of retirement bene r%s and,g@;re volun Jh}lﬁf
chosen reduced benefits, as specifie

ﬂi

The VEP shall have the folitl%d g fleaturesﬁ d hmltatlons
(a) The plan sha}lﬁ]‘t}nt depn %@ht Employee who
chooses to enr EP Of je acc al rate (e.g. 2.5%)
earned and atth d fe emce D g to the VEP's effective

date; thus, the be acélnq lrﬁ earned and accrued by
mdm@é’%ﬁj Hoyeesigﬁ)r priotService shall be preserved for

ayppent atthéiﬁ iement.
papy iﬁ% i

i
(b) O !ngm after the effectlve date of the ordinance, pension
benefits unt m[ 5 EP shall be based on the following
}

limitations:

) {i———the accrual rate shall be 1.5% of “final
compensation”, hereinafter defined, per year of
service for future years of service only.

(ii) __ the maximum benefit shall remain the same as
the maximum benefit for Current Employees.
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[;1 } the current age of ehgxblhty for service
retirement inder the existing plan as approved
by the City Council as of the effective date of the .
Act for all years of service shall increase by six
months annually on July 1 of each year until the

retirement age reaches the age-of 60 for

Retirement Plan and the age o r employees
in the Federated City Emplﬂg}b etirement
System. Earlier retire aH ermltted
with reduced payme &t do not é&c: ed the
actuarial value of ffl} iretlre ent. For s&gwte
retirement, an emplo &Rmt retire'any

earlier than %E’of 55in 1 ederated City

employees in the Police and Flrg E artment

Employees’ ent Sy apd age of 50 in

the Police and etirement Plan.

fm}[mlThe!E 1é¥ g'ty to rggre at tbilrty (30} years of

& nﬁlce regardless ﬂﬁge shall increase by 6

I

e iiilﬂgn%mn f‘ﬁ-‘ f{}iﬂ& Wi
H} v] &‘X fllvi gd}ustments shall be limited to the
g 4se in the consumer price index, (San Jose -
by mincisco - Oakland U.S. Bureau of Labor
hf B tistics index, CPI-U, December to December),

';’%}qid at 1% per fiscal year. The first COLA
adjustment following the effective date of the Act
will be prorated based on the number of
remaining months in the year after retirementof

the employee.
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l | (vi) __“final compensation” shall mean the average
salary of the three highest consecutive years
preceding the date of retirement.

(c) The costsharing for the VEP for current service or
current service benefits (“Normal Cost”) shall not exceed

M&Mi&f@mmmﬂyeemd&&ﬂhmw as
. presently set forth in the Charter. Empi fies who opt .-
into the VEP will not be respon51ble f the ayment of

any pension unfunded liabilities of ﬂ 'fem or plan

reiated to past service, - ” iy, b ]]unm
i

(d} Foremployees who opt 1111: e VEﬂ sumvers}q :
benefits shall be the same as pyi&?orshlp henefats in
’ Tier 2 (benefits for qew ear.nplcv_w,n!aI g [

. Section8). ﬂii!* i !
| _  {e) V’EP Dlsablht‘ysﬁlﬁtlreme ?Q neﬁfﬁ):

. A .
| {i) dylﬁe coxt ected blilty" retirement benefit
_ as her %ﬁ?ﬂ?ﬂ au be as foliows:

] on ] i@g.former employee shall receive an
ased on 45% of annual pensionable

Lenefi
% on the average of the highest three
cop ﬁec ifive years of service.
H

| (i) Anon-service connected dwablhty retirement
‘ | beneﬁt shall be as follows:

~a, Theemployee or former employee shall
receive 1.5% times years of City Service (minimum

20% and maximum of 37.5%) of annual pensionable

pay based on the average of the highest three
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consecutive years of service. Employees shall not be
eligible for a non-service connected disability
retirement unless they have 5 years of service with
the City. .

(iif) Cost of Living Adjustment (“COLA”) provisions will

b.eihesam&asiouhesemce_retxxementheme fit in

the VEP. ‘ ﬂﬁln;i

Section 8: Future Employees - lextzi}
Benefits - Tier 2 y Hm b
! it

,_.....,

f %l{);q Retlrement
t

il i}

To the extent not already enacteei[ te Ci Manager

propose, and the City Council shall aﬂ %g%i crdmante, to be
~ effective not later than }ux:g EO 2012 ’arement program for
employees hired on or aft f;f ffectxve tﬁs pfsuch
ordinance. - This remrement ro ’W for% w employees —
shall be referred 1%9, aﬂl"'ﬁer 21 mi[ l 51 {Hg;v

I

The Tier 2 prb iﬂﬂ" sh ‘l be hmltﬁ as follows:

i

ll o
(a) The ihiﬁ}; ﬁ%%' contrliautmns shall not be less than
6 23( EE; r grea han h%( f pensionable salary. Innoevent -
1ty cen% utior t0 such plan exceed 50% of the cost
of the T1 i plan E{oth normal cost and unfunded liabilities).
The prograr e designed as a “hybrid plan” consisting of

a combmatlo LTE) ocrai Security, a defined benefit plan and/or
a defined contribution plan. .

(b) Forany defined benefit plan, the age of eligibility for
payment of accrued service retirement benefits shall be 65,
except for sworn police officers and firefighters, whose service
retirement age shall be 60. Earlier retirement may be
permitted with reduced payments that do not exceed the
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actuarial value of full retirement. For service retirement, an
employee may not retire any earlier than age of 55 in the

- Federated City Employees’ Retirement Systern and age of 50 in
the Police and Fire Department Retirement Plan,

(c) For any defined benefit plan, cost of living adjustments

shall be limited to the increase in the consumer price index

{San Jose ~ San Francisco ~ Qakland U.S. Bur g;m f Labor

- Statistics index, CPI-U, December to Def:e r), capped at 1%
per fiscal year. The first COLA ae:ljustnacwi } ﬁe prorated
based on the number of months retir

(d) For any defined benefit planﬂﬂﬁh: surlng pehﬁ?,d’ for
determining “final compensation” s } ishe average salary of
the three highest consecutwg years p %}Tdmg the date of

retirement. {*I ] l' “ F "

(¢) Forany defi ﬂe@ enef" t ‘I “ Eg;s shall accrue ata

rate not to exc T er yeaa of serln
;! ‘!

(f) Employees B\rh eew ﬁ J' left City service and are

subseggé‘i’:ﬂi& hxr rems% ed shall be placed into the

secq tler o eﬁts i 1 2). Employees who have atleast

. five f i pars of serwice dbedzt in the Federated City Employees
Retlremé .Syste ?}’nd at least ten (10) years of service credit
in the Pohc e Department Retirement Plan on the date

of separation E d'who have not obtained a return of

contributions wﬂl have their benefit accrual rate preserved for

the years of service prior to their leaving City service,

(g} Anyplan adopted by the City Council is subject to

termination or amendment in the Council’s discretion, No plan
shall create a vested right to any benefit,

10
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Section 9: Disability Retirements

To receive any disability retirement benefit under any pension
plan, City employees must be incapable of engaging in any

. gainful employment for the City, but not yet eligible to retire
(in terms of age and years of service). The determination of

—quahﬂcanmlfanamsahlhtymwnﬂntﬁhanbe made

regardless of whether there are other posm’a}q% ﬂvaﬂable at the
time a determination is made. Iﬁn
(a) Anemployeeis conmdereg{ ‘(ﬂ slableg}? i I purposes
of qualifying for a disabj ity‘%étlremen 7 f,a}l of the
following is met: il !l “Il EEI?”

i!l]\
(i} An employ F cannot cyi& ork that they did
~ before; ang lEl H ‘ “zi;;n

(i) It; ﬁetermm lﬂgmployee cannot
F ! r;obs

:5“‘%

) any o escribed in the City’s
I 331fi taon pl ecause of his or her medical

:m g ;
he erﬁp]i yee's dlsablhty has lasted or is
\ ctedJ to last for at least one year or to

:"ﬂ%ﬁlii (111

(b) DeJ 1’nat10ns of disablhty shall be made by an
independent panel of medical experts, appointed by
the City Council. The independent panel shall serve
to make disability determinations for both plans.
Employees and the City shall have a right of appeal
to an administrative law judge.

11
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Section 10: Emergency Measures to Contain Retiree Cost
of Living Adjustments :

{a) The City Manager shall propose, and the City Council
shall adopt by ordinance, the following, applicable to
retirees (Current and future retirees employed as of the.

effective date of this Act):

(i} Costofliving adjustments (" G(‘E{ A ()shallbe
temporarily suspended fog‘ ees until
January 2017; il If! ;

ol

After January 20 17| l’t}'@ Cltyz .ouncil ma&ﬁ figstore
COLAs prospectivel i‘éf«or in part), based
upon the fol ‘ﬂ ing con51 TEUOHS (a) whether
the fiscal emef é has ed spfflmently to
ensure that th grow Yservices
I’W ell-being of City
C

prot ting the h ’ tz an |
E i %ﬁ hether the'criterion set forth ‘

S ] (ii] B E{been -met for the three year
ary 2017 or thereafter; and

pen
h t Wh i?g;r reti ees are continuing to receive a |
iﬁ}ﬁd fair pension. ' . .

i Inth %vent the City Council restores all or part of

Ui} e COLA, it shall not exceed 3% for Current
ﬁriees and Current Employees who did not opt

m‘ o the VEP and 1% for Current Employees who

- opted into the VEP and employees in Tier 2.

Section 11:  Supplemental Payments to Retirees

Any supplemental payments to retirees in addition to those
authorized herein shall not be funded from plan assets.

12
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Section 12: Retiree Heaithcére

(a) Minimum Contributions. Existing and new emplayees
must contribute a minimum of 50% of the cost of retiree
healthcare, including both normal cost and unfunded liabilities,

(b) Reservation of Rights. No retiree healﬂ re plan or
benefit shall grant any vested right, as the gj re ins its
power to amend, change or terminate an, ﬁvrowszon

- benefits, “low cost plan” shall bef%ﬂ nedtais the medigg]iplan
which has the lowest monthly pre m avliilable to dny active
employee in either the Pol§ Eand l’f'u*e};él artment Retirement

| Plan or Federated Clty Em j %ﬁs Retlr P;,System_

i
(c) Low Cost Plan. For purposegibfj rghree heal"ﬂﬁ\)ﬁ

Al ’“ﬁ |

Section 13: A Hlﬁ mundn ss (fo Lmth pension and

retiree healthi e pl H]Hﬁ. .
[ lp z!

ﬂsml Wi
(a) f; zﬁlﬂlliﬁkﬁp do rMant to the Act shall be sub]ect
] to an ac rlal ySIS publicly disclosed before
1%?%10})1:1 the ity Council, and pursuant to an
‘ﬂapende lt valuation using standards set by the
5’1. uzAccountmg Standards Board and the
Actua ﬁ% tandards Board, as may be amended from
time to time, All plans adopted pursuant to the Act
shall: (i) be actuarially sound; {if) minimize any risk to
the City and its residents; and (jii) be prudent and
reasonable in light of the economic climate. The
employees covered under the plans must share in the
investment, mortality, and other risks and expenses of

the plans.

13
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(b) All of the City’s pension and retiree healthcare plans .

must be actuarially sound, with unfunded liabilities
determined annually through an independent audit

~ using standards set by the Government Accounting -

Standards Board and the Actuana] Standards Board.

— -__..MMWHQMW be paid from the plans

without being actuarially funded an 1c1t]y
recognized in determining the an ﬁ yand -

“employee contrlbutions into thﬁ

1f
In settlng the actuarial assmﬂip{ﬁons for th r‘gans,

valuing the liabilities oﬁﬁi}%‘ lansz; and determgfiing the
contributions required to %ﬁ %Ians the 6b]ecuves,
of the City’s retirement boar all be to:

Ty, %

1} achieve and mamtal fuli ﬁlng of {ﬂle plans uémg at

f;ﬁumre

(d)

) econo gscenario The
orable {an experience should be
¢ likelihdgd,of unfavorable plan
experien @‘g‘aﬁ’

LT
iy Wiy

ensur kﬁi yitable treatment for current and

et ers and taxpayers with respect to the
‘{s s of th lans, and minimize any intergenerational
tran ﬂl} osts :
When investing the assets of the plans, the objective of
the City's retirement boards shall be to maximize the
rate of return without undue risk of loss while having
properregard to; - '

leasta me
llkehhﬁ %1 oé

greatérif an

L

1) the fundmg ob;ectlves and actuarlal assumptlons of the

plans; and

14
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2) the need to minimize the volatility of the plans’ surplus
ot deficit and, by extension, the impact on the volatility
of contributions required to be made by the City or
employees

48&&165—14'—‘&3&%_7—”6%?1’0’6&510&3

(a) Preservation of Essential City Servicﬁi!

er.

determined in the reasonable discretién i the City.Manag
+{(Condition 1) Essential City Seryites are not pro: }{1 or
above the service levels of Janud El 20 ‘F i (Condztm‘gﬁzlj any |
library, community center, fire statngl\m ) Blice station or

substation built or under ¢ (% struction gﬂ fJanuary 1, 2011, is

not operational duetoa b hﬁk of fu&;ﬁﬁ pr (Condition 3

' ' @imiteéas-desenbed-he#em §s pension or
retiree healthcar Qi cﬁﬂﬂ? haveﬁ gﬁmde ‘ i4bilities calculated on
a market V&lllﬁt’ T2 gfal valt {Ereatér than those liabilities

existing as of hi h( | & i !ﬁ thenilié¢ Mayor, the City Council,
bl

the City l?srf,gﬁr[lager a % ffipets of the City, or any
arbltgrig;t&g é % 1trators shall be prohibited from

J At any time that any of the following coxjﬂitz 1%ﬁlris‘e as

mak . or app Eﬁontract memorandum, agreement,
award mnt deel résolutlon ordinance or other official or
binding ac at all s or requires the City to do any of the
 following, ;ﬁprlor approval by the voters: (i} pay for
unused sick le E time {ii) pay for accrued and unused
vacation time, except at separation of City service as may be
required by applicable state or federal law; (iii} grant
.| retroactive inerease-compensation increages to for-members of
: bargaining units after an applicable memorandum of

greement has contraets expired prior to the date-until a new
contract is in effect; (iv} give automatic step increases or other

raises for time in the job that are not based on performance;

15
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(¥) use hours not actually worked in determining eligibility for
overtime; (vi) pay overtime to executive, professional, or
administrative employees or to other employees who are
exempt from overtime requirements under the Fair Labor
Standards Act ("FLSA"), or who are otherwise exempt from the

- FLSA; (vii) pay workers’ compensation benefits for disability

on top of disability retirement henefits without an offset to

!

eliminate duplication of benefits for the Sam‘ilﬁ?‘ se of
disability; (viii) pay workers’ compensatm nefits beyond
what state or federal laws require; {ix) ; q«% stmg or former
employees to grant workers’ compeq{s n or gablhty
benefits for existing or former em ldye 's; (%) {:aléﬁlE |
retirement benefits on any comp¥ p@atmlﬁ other than; 't%t‘aal
base salary paid, or years—nensmna

including over 1rn and paid leave u' %_ 2080 hours}—aetually
‘js%; E@cep’c aéi‘ ;red by |
1

applicable state law; (xi) m %{ or rehj ng decisions
without considering lj}dmdu }g?;ﬁ L}}ﬁ ;performance (xii)
ﬁ fth

pay for more t 4450 / reasein the cost of healthcare
benefits. He&ﬂﬁg . ol bo-con adta mandaie
apardenlar-ievel ises

Pl ”f“ffg}

Hog@ﬂﬁgm thi H%': h
level 339 ice og[ Fofs;er ice delivery nor to interfere

with or 1@ nrﬁt the Cilyy from adontmg more efficient or !es_g
costly mealjl! l?ﬁ{‘% d{% li ’vermg service
{ ij;’

For the purposes of this Act, unfunded liabilities for employees
covered under the Federated City Employee’s Retirement
System and the Police and Fire Department Retirement Plan
shall be treated separately. Thus, if Condition (3) arises, the
consequences as specified in this Act shall apply only to those
employees in the plan that has the unfunded liabilities..

1]
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- | Accordingly, -if there is an unfunded liability in only the

Federated plan the safety net provisions shall apply to
employees in the Federated plan, and not those in the Police
and Fire plan. Similarly, if there is an unfunded liability in only
the Police and Fire plan, the safety net provisions shall apply

_onlyto ernployees in the Police and Fire plan.,

(b) Unfunded Liabilities in Pension and O t;hfr
Post Employment Benefit Program!:g}l

The City Manager shall propose, and e ty c1l shall
adopt by ordinance, safety net pro §1OH§ with th b}owmg
minimum features: - 4l mﬂ 4 ' }IH 4

o H m ﬁ) ¥

ﬁHg es bas ;parket value or
actuarial value fo Hg,)e Isii or re ee healthcare

,greate)]' those nﬁ ;gune 30, 2010,
bhon ﬁes, 1fpple tal pénsion payments to
retilitmashai lnet bea ?We‘d , except upon prior
appro ﬁ?ﬁ elfite mfr

have unfunded

(i} Atanytime C % nsmn or ree healthcare plans

;lﬁg Ei l r
(g?ll) Th mﬁ' } hall be temporary and shall remain
%IIIF in effedy ntll e unfunded liabilities based on \
! {lue or actuarial value have remained

fl}@harket
}‘ p level of June 30, 2010 for three
con%%}b tive years. , 4

' Sectmn 15: Sawngs and Severability

(@) This Act shall be harmonized and 1nterpreted tobe

© . consistent with all federal and state laws, rules and

regulations. If any ordinance adopted pursuant to the Actis

held to be invalid, unconstitutional or otherwise unenforceable

17
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by a final judgment, the matter shall be referred to the City

Council for determination as to whether to amend the

ordinance consistent with the judgment, or whether to

~ determine the section severable and ineffective, This Act shall
- be broadly construed to achieve its stated purposes. |

(b} Inthe eventSection 67 or at Sectionappliesto

Current Employees), of this Actis determmeq;;zq be illegal,
invalid or unenforceable as to Current Emﬂ §
Current Employees’ share of the costs t?il %
unfunded liabilities shall be 50% of tmﬂ
respective employees.

then the
!1ze any
\n CO mﬂg the

My

e
ent of the unfunded &r‘.?{;htv refél m:ed n Section 15
is determined to be illegalinshalid or ungig%rceg hle as to
%%’si i;tlon ins

e deti) ,ecti‘on 6(a)), then,

Current Employees [usin et
to the maximum extent perm Vidiwian equivalent
amount of savings shalibe edth ugh pay reductions.
Any pay reduttibns im : i
notezgceedS%o“ mpensition sach vear, capped ata
_m,a.zgmuf Btz 590 iliay or the squivalent of what would be
5094t the amidizec !1 jon unfunded liability,

il ii , il _
| (de) Thelfﬁ} Cou 911 shall adopt ordinances as appropriate to
1mplement ffgctuate the provisions of this Act.

i}p

18
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425 B, Sania Clara St

1151 No. Fourth St. , Suite 300
_ Saplose,CA9S51I2  San Jose, CA 95113
Phone #(408) 298-1133 ' PloTe #{A08] 286-8718

November 11, 2011

Alex Gurza, Deputy City Manager

City of San Jose - Office of Employee Relations
200 E. Santa Clara Sireet

San Jose, CA 95113

! ’ RE: Retirement Reform

Dear AleX:
Please find the attached revised Pronosal and Proposal Addendum. . .

In the proposal you will find some medifications including a lawful and cost saving
propesal to address the SRBR in Tier I, and in the addendum to the proposal, you wil
. find & proposal to ensure that crifical public safely services are preserved andfor
rastored in 2012-13. Please note that the addendum to the proposal expires on

November 17, 2011,

Wa look forward to seeing you end your team in mediation on Tuesday, November 15,
and 1:30 p.m, at the SJPOA offices.

Thank you,

ﬂo{%r_;_@apien, It Fresident/ 14} _
San Jo%e Firefighters, IAFF Local 230
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San Jose Police Officers and Fire Fighters

425 E. Santa Clara St.

1151 No. Fourth St. _ ' ' Suite 300
San Jose, CA 95112 . San Jose, CA 95113

Phone B{E08) 298-1T13 - — Phone 408y 286-8718

SAN JOSE POLICE OFFICERS ASSOCIATION |
AND SAN JOSE FIREFIGHTERS, IAFF LOCAL 230 .
RETIREMENT REFORM PROPOSAL A ‘

' [As Amended, November 11, 20111
TIER Il RETIREMENT BENERITS FOR NEW EMPLGYEES
1. Pension Formula 2.0% @ 50 for Local Safefy Members CALPERS Section 21362

The pension benefit for eligible employees hited on or-after July 1, 2012, shall be
adminisiered by CalPERS and he entered into their Section 21362 2% @ 50 Full
Formula. This formula provides to local safety members 2% of pay at age 50 for each
‘year of service credited with that employer. The percent per year of service gradually
increases for each age attainad from 2% at age 50 to 2.7% at age 65+, Lotal safety
members subject {0 the 2% @ 50 Full Formula confribute 8% of reportable earnings.

Local safety members who refire afer the effeciive date of the contract amendment will
be subject to this formula. The total allowance for service retirement under the 2% @ 50
formula cannot exceed 80% of final compensation. '

il. Annual Cost of Living Allowance Increase - COLA Section 21338

Allowances for retired members are cutrently covered by an annual 2.0% maximum -
cost- of-llving increase provided the Consumer Price Index (CP1) factor increases at

least 2.0%.

For example: COLA for retired members shall be based on an annual Consumer Frice
Index (CPI) factor with a 2.0% maximuim cost-of-living increase, whichever Is lower.

i, Final Average Saiagg

The period for determining the average manthiy pay rate when calculating retiremant
benefits will be from the highest paid consecufive 36 months.

V. _Post Retirement Survivor Allowance: Saectlons 21624, 21626, 21628

Upon the death of & member after retirement, an allowance shall be continued to the
surviving spouse or domestic partner. A "surviving spouse or domestic pariner” means
for service retirements subject to this section, a husband or wife who was married to or a
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* domestic pariner who was registered as a domestic partner with the member at least
one year prior to the member's retirement and continucusly to the date of the retired
merber's death and for disability refirements subject to this section, & husband or wife
who was married 10 or a domestic pariner who was reglstered as a domestic partner with
the member on the date of his or her retirament and continuously to the date of his or

her death,

[f thete Is no surviving speuse or domestic partner, or if the spouse or domestic partner
later clies, the allowance shall be continued to the eligible unmarried children collectively
until all have rsached age 18. Eligible children inglude disabled children over age 181if

the disability bagins prior to age 18. If there Is no surviving spouse or domestic pariner

or ellgible chid or chiliren, 1he Benefll would be paid 10 the SUFVIVInG parent or parenis of
the decaased mamber who were dependent upon the member for support, If, at sffective
date of retirement, the member has no surviving spouse, domestic partner, eligible
children, or dependent parents and elected an optional setiiement, no allowance under

this saction shall be paid.

The allowance payable to the survivor(s) of a member who retires after the employer
Includes Sections 21624, 21626 and 21628 in its contract is determined as follows:

a, One-quarter of the retired member's unmodified alloweance based oh service subject

to the modification for Soclal Security; or .
b. One-half of the retired member's unmodified allowance based on service not subject

to the modification for Social Security. -

In acoordance with Section 21628, the allowance payable to & retired member who
chose Option 2, 3, or 4, or the beneficlary of such retiress shall be increased by 15%.
Eor retiress who chose the Unmodifiad Aliowance or Optian 1, there Is no Increase in the
retirement allowance but their eligible survivor(s) would receive the posi-retirement
survivor allowance upon the refired member's death. -

Sections 21624, 21626 and 21628, all together, are applioable, by amendment, to
contracting agencies. Sections 21624 and 21626 only are available to new confracting

public agencies.

V. Improved Nonindustrial Disability Allowance for Local Safety Members Section
21427 . '
The disability refirement allowance of a local miscellanecus and local safety member

would be raised to 30% of final compensation for the first five years of service credi,
plus 1% for sach additional year of service to a maximurn of 50% of final compensation.

ff the member is under age 60, the disability retirement aliowance cannot be more than
the service retirement allowance would be If the member were fo continue in
employment and retire at age 60. If the regular disability refirement allowance is greater
than the improved disabllity allowance, CalPERS will pay the greater amount. This
section shall apply only to members who retire for disability on and after the date the

agency elects fo be subject to this section,

. VL, Credit Unused Sick Leave to Service Cradit Section 20865

Unused accumbilated sick Jeave at time of retirement may be converted to addifional
service credit at the rate of 0.004 year of service credlf for each day of unused sick leave
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(le., 250 days of sick leave equals one additional year of service cradit),

The Ciiy of San Jose wiil report only those days of unused sick leave that were actrued
by the member during the normal course of employment. Additional days of unused sick

-feave reporied for the purpose of Increasing the member's retirement benefit are
prohibited, This benefit will nof increase the maximum percentage allowable.

-Vil. Empleyees Sharing Cost of Additional Benefits Section 20516

SanJose Pofice Officers and San Jose Firafighters eligible for this banefit shall

contribute an additional 1.0% toward refirement contribution to lower the cost of the:

City's pension payments, This additional 1.0% shall be credited to each member's
normal cost, for a maximum of 10.0% employee contribution towards pension normal

cost.

This benefit aflows a contracting agency or an agency that Initially contracts with
CalPERS to share the cost of addiiional retirement benefits with the employees as a
result of a written agreement with the employee group.

No additional valuation is required if one has aiready been done for the additional '
retirament benefits whose cost is {o be shared. The employer's rate will simply be
reduced by the agreed upon percentage cost sharing.

There are two methods of requesting an actuarial study:

1. Wthe agreement with the employses specifies a definite percentage increase
in the employee rate, such as 1.0%, 2.0%, efc,, the valuafion can be done on
that hasts.

2. If the agreement with the employes group is indefinita, the agency may wish
to request several valuations, with the amployees paying 0.6%, 1.0%, 1.5%,
ete. : ‘

Thete are several points to be emphasized: ' ‘ !

1. This provision reguires that the employer and the employees agree in writing .
to share the cost of the applicable bensfits,

2. The Increase in the member contribution rate will be effective as of tha
effective date of the amendment to the contract, To reduce the perceniage
the employees have agreed to cost share at a later date, the agency wiil need
to request an amendment to the contract,

3, The increased membar contributions will bs credited to each member's
account as normal gontributions and will be included in the refund of
accumulated contribufians to members who separate fram CalPERS covered
employment and elect fo withdraw their contributions, .

4, Sorhe of the optional benefits available, such as 1958 Survivor Benefits and ]
Post- Retirement Survivor Allowance, may not be gpplicable {o ail employees,
However, if the agency Includss such bensfits I conjunction with Section ;
20516, 1he contribution rate would increase for all empioyees in the
applicable member group,

5. Itis also possible to share the cost of formulas other than the minlimum
formulas, which are the 2% @ 60 for local miscellanecus and the 2% @ 55 _
for local safely members. ‘ Ty
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Ssction 20516 also permits an employer to make an independent agreement with its
employees to share the cost of any optional benefit without requiring an amendment fo
the condract, Any stich agreersent in a memorandum of understanding, which is
inconsistent with this sectmn, shall not be a par of the contract between the agency and

this system,
Vi), Military Service Credit 21024

(g} "Publtc service with respacito a Iocai membet, other than a school member, alsc
he Merchant Marine of the United

States, including time during any periad of rehabilifation afforded by the United States

government other than a period of rehabifitation for purely educational purposes, and for
six months thereafter prier to the member's first employment by the employer under this
section In which he or she was a2 member,

(b) Any member elacting fo receive credit for that public service shall make the
contributions as specified in Sections 21060 and 21062, However, any eligible member
who requests costing of service credif between January 1, 2001, and December 31,
2003, may, instead of making those contributions, make the payment calculated under
this arficle as it read on December 31, 2000, which payment shall be made in the
manner described in Section 21050,

{c) The public service under this section shall not include military servics (1} in any
pertod for which credit is otherwise giveh under this article or Articie 4 {commencing with
Section 20990} or (2 to the extent that total credit under this section would exceed four
years.

{d) Netwithstanding Section 21034, a member may sefect which of two or more penods
of service entitles him or her to receive public service urider this section,

{&} This section shall apply to a member only if ha or she elects to receive credit while he
or she is in state service in the employment of one employer on or after the date of the
employer's election {o be subject to this section. :

{f) This section shall not apply to any contracting agsncy nor to the employess of any
contracting agency until the agency elects to be subject to this section by amendment fo .
its contract mads in the manner prescribed for approval of confracts or in the case of
condracls made after this section takes effect, by express provision in the contract
rnaking the contracting agency subject o this section. The amendments to this section
made during the second year of the 1898~2000 Regular Session shall appiy fo condracts
subject to this section on January 1, 2001

1X, Fourth Lavel of 1889 Survivor Benefits Saction 21574

‘This benefit provides a higher level of 1959 Survivor Benefits to survivors of a member

- who dies prior to retirement. The benefit is paid in-addition fo the Basic Daath Benefi,
the 1957 Survivor Benefit, or, if applicable, the Pre-Retirement Optional Settiement 2
Death Benafit but would be raduced by the amount of the Special Death Benefit, if
payable, Concurrent coverage under this section and Soclal Security is prohibi!ed, but
an agency may provide the benafit for the full formula members of a divided
miscellaneous member group. For agenoies first confracting for the 1859 Sunvivor
Program, members in employment prior to the effective date of the amendment may
elect not to be covered, however, parlicipation is required for all future hires that are not
covered under Soclal Security (Section 21577).

A spouse or domesﬁc partner is efigible if ha or she (1) has care of eligible children, 6r
{2) is age 60 or older, Children are ei’glble if under age 22 and unmaried or disabled

regardiess of age.
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The menthly allowarice payable to efigible su%vivoré under this section is as follows:

Spouse or domestic pariner with two ar more ehgable children,
or three or more aligible children onlY .o e csienan, wrrer e asese s nenes 32,280

_Spouse or domestic pariner with one eligible child; or fwo eligible children only ... $1,800
One eligible ¢hild only; or surviving spouse or domestic pariner at age 60 or older;

Qr_dgudgnipgrents .. 9850

The normeal cost for pubiic agencies contractmg or amending to provide the Fourth Level

will ba calculated hased on the term insurance funding method. This rate will be

calculated on the pool expenence rather than individual employer experience, The actual
. employer cost for agencies currently providing 1958 Survivor Benefils whe amend fo
provide the Fourth Level will vary depending upon each agency's 1959 Survivor funding

leval,

iftherelsa deficif in the agency's 1958 Surviver funding {an unfunded accrued Hability)
baged on the Fourth Level benefit, this unfunded liabflity and the five years of employer-
noimal costs shall be amortized and paid for over a period of five years, the first :
‘payment billed in June and dus in July following the effective date of the amendment

‘and the remaining four payments due by July 16, of each following year. if there isa
surplus in the ageney's 1958 Survivor funding, the surplus shall be amortized and used
to offset the five years of employer normal cosfs.

Atthe end ofthe fi rs! five yeats, amployers in the Fourth Level pool will pay oniy the
pools nef premium.

An gperetive date for this benefit is established af the time of amendment.

X, Alternate Death Benefit for Local Fire Membere Credifed wnth 20 or Mora Years
of Service Section 21 547

The surviving spouse, domesfic parfner or eligible children of a deceased firefighter
meimiber, who is credited with 20 or more years of CalPERS covered service and whose
death ocours while in the employ of a local agenoy contracting for this benefit, may elect
1o receive the Alternate Death Benefif In lieu of the lump sumn Basic Death Benefit or the
1857 Survivar Benefit. if the member had not aftained minimum retirement age at the
{ime of death, the Alfernate Death-Benefit is calculated based on the member's total
sarvice credit with all employers {including the service credit earned while in the employ
of the agency contracting for this benefif) as though the member had refired al age 50
and elected Option 2W. Option 2W provides the highest monthly allowance fo a

beneficlery,

If the member had attained minimum retirement age at the time of death, the benefitis
calculated as though the member retired on the date of death {from the employing
agency and all previous CalPERS covered empioyers) and efected Option 2W. Iif the
deceased firefighter had not altained the minimum retirement age at death and had
service credit with previous CalPERS agencies, the cost of the Alternate Death Benafit
‘wil] be the kiabllity of the employing agency, except fot g partial offset of costs resulting
from 2 transfer of the memher's contributions from all previous employers to the
employing agency. The increase In flability not offset by this transfer wifl be paid by the
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agency contracting for this benefit and employing the member on the date of his/her
death. if the deceased firefighter had attained minimum retirement age at death, the
increased cost of the benefit (fegardtess of whether the member has service credi with
another CalPERS employer) is the liability of the agency coniracting for this benefit and
employing the member on the date of histher death.

X1 $upplemental Retiree Bonefit Ressrve

The Supplemental Retiree Benefit Reserve (SRBR) will be closed to all participatory
members in the TIER I} refiremegnt plan.

X, Retiree Health Gare

An eligible full time employee who is hired on or after July 1, 2012, shall be eligible to
receive 50% of the conlribution towards the lowest cost premium for & non-deductible
medical insurance plan, single coverage. Provided if the employee meets the following

criteria:

1, Has completed at least fwenty (20) years of retirement service credit in the
CalPERS retirernent plan. :

Xiil, Disability Retirees Health Care

An e!igible full time employee who is hired on or after July 1, 2012, and Is granted a
setvice connected disability refirement shall e eligible to receive 50% of the contribution
towards the lowest cosf single non - deducﬁbie medical insurancé plan regardiess of

years of service,

XV, Non-Dup_iic ﬁcn of Benefits

A retiree may not be simultanecusly covered by City sponsored plan-providad medical
benefits as a refiree, and as a dependent of another C‘ty retiree or City employes.

XV, Retiree Dental Insurance

" An sligible full time employee who Is hired on or after July 1, 2012, shall be eligible to
receive 50% of the contribution towards the lowest cost single non - deductible dental
insurance pian Provided if the employee meets the following criteria:

1. Has completed at ieast bweily (20) years of refirement service crédit inthe .
CalPERS refirement plan,
An eligible Tult fime employee who is hired on or after July 1, 2012, and Is granted a
service connected disabifity retirement shall be eliglble to receive 50% of the contribution
towards a single non-deductible dantat insurance plan regardiess of years of service.

XVL Surviving Dependants - Employee killd In the line of duty

Surviving dependents of an enployee killed in the fine of duty shall be eligible to receive
50% of the contribufion towards the lowest ¢ost single non - deductible madical and

derital insurance plan.
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XVIL. Retiree Health Care Pre-Funding

The City and the Unioh agree to confinue fo pre-fund the fire and police retiree medical
and dental healthcare bensfits as described in both of the current the SJPDA and IAFF

Local 230 memorandum of agreements.

TIER I1: VOLUNTARY RETIREMENT BENEFITS ELECTION FOR CURRENT
EMPLOYEES : '

On or before Mareh 1, 2012 acfive employees shall make é voluntary irrevocable

decision to have CalPERS administer their pension benefits baginhing July 1, 2012. Any
employee hired between March 1, 2012 and June 30, 2012 shalt have TIER i pension

benefits.

I._Penslon Formula 3.0% @ 55 For Local Safety Members Section 21363.1

This formula provides to local safety members 3% of pay af age 55 for each yearof
service credited with that employer. For members who refire earfier, the percentage of
pay Is redused 1o 2.400% at age 50, which gradually Increases for each sttained age to
3% at age 55+. Local safely members subject to the 3% @ 55 Full or Suppiemental
formulas contribute 9% of repartable earnings. Those coverad under the 3% @ 55
Modified formula (coordinated with Social Security) contribute 8% of reporiable eamings
 in excess of $133.33. (A formula change affecting the members' confribution rate '
-requires an election of the affected members.) _

Local safety members who refite after the effective date of he contract amendment will
be subject to this formuta. The total allowance for service retirement under the 3% @ 85
formula cannot exceed 80% of final compensation. -

Il Cost of Living Allowance - COLA Section 21335

Allowances for retired members of the TIER || retirement plan shall be an annual 3.0% '
maximum cost-of-fiving increase provided the Consumer Price Index (CPI) factor

increases &t least 3.0%.

11, Final Average Salary

The period for determining the average monthly pay rate when calculating retirement
benefits will be from the highest pald consecutive 36 months.

V. Post Retirement Survivor Allowance: Sections 21624, 21626, and 21623

Upon the death of a memper after retirement, an allowance shall be continued to the
surviving spouse or domestic pariner. A "surviving spouse or domestic partner” means

- for service retirements subject to this section, a husband or wife who was married to or a
domestic partner who was tegistersd as a domastic partner with the member at least
one year prior to the member's retirement and cantinuously o the date of the retired
member's death and for disability retirements subject to this section, a husband or wife
who was married to or a domestic pariner wha was registered as & domesiic partner with
the member on the date of his or her retirament and confinuousty to the date of his or

her death.
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If there s no surviving spouse or domestic partner, or if the spouse or domestic partner
later dies, the allowance shall be continued to the eligible unmaried children collectively
until all have reached age 18. Eligible children include disabled children over age 18 if

the disability bagins prior to age 18. If there Is no surviving spouse or domaestic pariner

ar eligible c¢hild or children, the benefit would be paid to the surviving parent or parents of
the deceased member who were dependent upon the merber for supparl, I, at effective

. date of retirement, the mémber has no surviving spouse, domestic paniner, eligible

children, or dependent paranis and elecled an oplional seltlement, no aliowance under
this section shail be paid.

The allowance payable to the survivor(s) of a member who relires after the employer

includes Seofions 21624, 21626 and 21628 in its contract Is determined as follows:

a. One-quarter of the retired member's unmodified allowance based on service -
subject to the modification for Social Security; or

b. One-half of the retired member's unmodified aliowance based on semlce not
stibject to the modification for Soclal Security. ‘

In accordance with Section 21628, the allowance payable 1o & retired mamber who
chose Option 2, 3, or 4, or the beneficlary of such retirees shall be increased by 15%.
For retirees who chose the LUinmodified Allowance or Optlon 1, there is no increass in the
refirament aflowance but their eligible survivor(s) would recelve the post-retirement
survivor allowance upon the refired member's death.

' Sections 24624, 21626 and 21828, all together, are applicable, by amendment, 10

contracting agencies. Sectlons 21624 and 21626 only are available to naw contracting
public agencies.

V, improved Nonindustrial Disabilify Allowanue for Local Safety Members Sectlon

21427

The disability retirement allowance of a local miscellaneous and locai safety membar
wolld be raised to 30% of final compensation for the first five years of service credtt,
plus 1% for each additional year of service to a maximum of 50% of final compensation.

if the member is under age 60, the disability retirement allowance canhot be more than
the servige retirernent sllowance would be if the member were to continue in
employment-and retire at age 80. if the regular disability retirement allowance Is greater
than the improved disability allowance, GalPERS will pay the greater amourtt. This
section shall apply only to members who retire for disability on and after the date the
agericy elects to be subject to this section. _ ,

Vi. Eliminate Sick Leave Payoff

Provisians for sick lsave payoff shall be eliminated in SJIPOA and IAFF Local 230
Memorandums of Agreements.

Vii. Credit Unused Sick Leave to Service Credit Section 20865

In exchange for eliminating Sick Leave Payoff the following Credit for Unused Sick
Leave Service Credit Provisions shalf apply for up fo 1 year of all unused sick leave
hours. Eilther {two-thousand eighty) 2,080 hours for 40 hour per week employes or
2,942 {two-thousand nine hundred twelve) hours for 56 hour per week employee, Sick
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leave hours may be accrued beyond 1 year of service time either (fwo-thousand eighty)
2,080 hours for 40 hour per week employee or 2,812 (two-thousand nine hundred
tweive) hours for 56 hour per week employes but will be forfeited upon retirement.

Unused accumulsted sick legve at ﬁme of refirement may be converted to addifional
service credit at the rate of 0.004 year of service credit for each day of unused sick leave
(i.e., 250 days of sick leave etuals one additional year of service credit},

The City of San Jose will naport only those days of unused sick leave that were acerved

by tha member during the normal coursa of employment. Additionsl days of unused sick

leave reported for the purpose of Increasing the member's retirement benelit are

prohibitad Thrs benefit will not increase the maximum percentage allowable.

«  With respect fo this Fire/POA sick leave proposal, if any law is enacted {via
legislation, ballot proposition, or the like) that negatively affects (from a financial
perspeciive) the converslon of sick leave to service credit under this propasal,

ihen the sick leave elements of this proposal will be nullified and the pardies will

returti to the status quo 28 it existed on September 15, 2014 {le., with the Cliy

invoking its right to meet and confer with both Fire and POA about the sick ieave

cash ouf),
Vill. Employees Sharing Cost of Additiona! Benefits Section 20516

San Jose Police Officers and San Jose Firefighters efigible for this benefit shall .
conttibute 1% addifional retirement contribution to the sost of pension paymentis. A max
of 10% of employee contributions towards pension,

This benefit allows a coniracting agenoy or an agency that initially confracts with
CalPERS to share the cost of additional retirement benefiis with the employaes as a

resuit of a written agreement with the employee group.

No additional valuation is requlred if one has already been done for the additional
retirement benefits whose cost is to be shared, The emp]oyer's rate will simply be
reduced by the agreed upon percentage cost sharing.

- There are iwo methods of requesling an actuarial study:

1. if the agreement with the employees specifies a definite parcentage increase
in the amployee rate, such as 1.0%, 2.0%, atc the valuation can be done on
that basis. ,

2. [If the agreement with the employee grotip is indeﬁmte. the agency may wish
to request several valuaiions, with the employees paymg 0,58%, 1.0%, 1.6%,
eic.

There are several points fo be emphasized:

1. This provision requires that the employer and the employees agree I writing
to share the cost of the applicable benefits. ,

2. Thaincrease in the mamber contribution rate will be affactive as ofthe
effective date of the amendmaent to the contract. To reduce the percentage
the employees have agreed to cost share at a later date, the agency will need
io request an amendment to the contract.

3. The increased member contdbutions will be credited to each member's
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account as normal contributions and will be included in the refund of
accumulated contributions to members who separate from CalPERS covered
employment and elect to withdraw their contributions. '
4. Some of the optiona! benefits availabie, such as 1959 Survivor Benefits and
Post- Retirament Survivor Allowance, may not be applicable e all employees,
However, if the agency includes such bensfits in conjunction with Section
20516, the contribution rate would increase for all employaes in the
applicable member group.
5. Itis also possible to shars the cost of formulas other than the minimum
. formulas, which are the 2% @ 60 for local miscellaneous and the 2% @ 58

for local safely members,

Section 20516 also permits an employer to make an independent agreement with Its
employees {o share the cost of any optional benefit without requiring an ameadment to
the contract. Any such agreement in a memorandum of understanding, whith is
inconsistent with this section, shall not be a part of the contract between the ageney and

~ this system.

Xl Milltary Service Credit Section 21024

{a} "Public service” with respact to & local membey, other than a school member, also
means attive service with the Armed Forces or the Merchant Marine of the United
_ States, including time during any petiod of rehabilitalion afforded by the United Stales
governmant other than a period of rehabilitation for purely educational purposes, and for
six months ihereafter prior to the member's first employment by the employer under this
sectien In which he or she was a member,- . - _
(b} Any member electing to receive credit for that public service shall make the
contributions as specified in Sections 21050 and 21052, However, any efigible member
who requests costing of service credit between January 1, 2001, and December 31,
2003, may, instead of making those contributions, make the payment calculated under
shis article as It read on Dacember 31, 2000, which payment shall be made in the
manner described in Section 21050.
{c} The public service under this section shall not include military service (1) in any
period for which credit is otherwise given under this atticle or Arficle 4 {vommencing with
. Section 20890) or (2) to the extent that fotal credit under this section would sxceed four
years. :
{d) Notwithstanding Section 21034, a member may sslect which of two oF more periods
of service entities him or her fo recelve public service under this section.
{8} This section shall apply to a member only if he or she elects to recelve credit while ha
- or she Is in state service in the smpioyment of one employer on or after the date of the
employer's election to be subject fo this section. '
{f) This section shall not apply to any conlracting agency nor to the employees of any
contracting agency unti] the agency eiects to be subject to this section by amendment to
its contract made in the manner prescribed for approval of contracts or in the case of
contracts made after this section takes effect, by express provision in the confract
making the contracting agency subject {o this section. The amendments 1o this section
made duting the second year of the 1699-2000 Regular Session shall apply to confracty
subject to this section on January 1, 2001, - .

X. Fourth Level of 1959 Survivor Benefils Section 21 574

This benefit provides a higher level of 1959 Survivor Benefils to survivars of a mersber
who dies prior to retirement. The benefit s pald in addition to the Basic Death Benefit,
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the 1957 Survivor Benefit, or, if applicable, the Pre-Retirement Optional Setfloment 2
Death Benefii but would be reduced by the amount of the Special Death Benefi, if
payable. Concurrent coverage under this section and Soclal Security Is prohibited, but
an agency may provide the benefii for the full formula members of a divided
miscellaneous member group, For agencies first contracting for the 1859 Survivor
Program, members in employment prior to the effective date of the amendment may
elect not 1o be covered, however, participation is required for ali future hires that afe not

" covered under Sodial Security (Section 21577).
A-spouseordoms 1) has care of eligibla children, or

' (2\ is #ge 60 or older. Children are eligible if under age 22 and unmartied or disabled
regardless of age. )

The monthly allowance payabie to sligible survivors under this section Is és follows:

Spouse or domestic partner with two or more eligible children;

or three or more eligible chifdren only vt rrreeerpsennrernss 52,280

" Spouse or domestic pariner with one sliglble child; or twe eligible children only ... $1 200
One eligible child only; or surviving spouse or domestic partner at age 60 or oider;

of dependent PAFENLS ... i _' ' s saes 3950
The normal cost for public agencies confracting or amending to-provide the Fourth Level

 will be calculated basad on the term insurance funding method. This rate will be
calculated on the pool experience rather than individual empioyer expstience. Tha actual

L employer cost for agencies- currently providing 1959 Survivor Benefits who amend to

provide the Fourth Level will vary depending upon each agency's 1859 Survivor funding

© o Jevel,

If there Is a deficit In the agency’'s 1958 Survivor funding (an unfunded accrued liabliity)
~ hased on the Fourth Level benefit, this unfunded liability and the five years of employer
normal costs shail be amoriized and pald for over a period of five years, the first - ‘
- payment billed in June and due in July following the effecfive date of the amendment
- and the remaining four payments due by July 15, of each following year. ifthere is a
.. surplus in the agency's 1859 Survivor funding, the surplus shall be amortized and used
- 1o offset the five vears of employer normal costs.

. Atthe end of the first five years, employers in the Fourth Levél pool will pay only the
- pool's net premium.

An operative date for this benefit is gstablished at he ime of amendment.

Xi. Altsrnate Death Benefit for Local Fire Members Credited with 20 or More Years
of Service Saction 21547.7

The surviving spouse, domestic partner or eligible children of a deceased firefighter
member, who is credited with 20 or more years of CalPERS covered service and whose
death vecurs white in the employ of a local agency contracting for this benefit, may elect
to receive the Alternate Death Benefit In lisu of the lump sum Basic Death Benefit or the
1957 Survivar Bensfit, If the member had not aftained minimum retirement age at the
time of death, the Alterate Death Benefit is calculated based on the member's total
service credit with all employars (including the service credit earned while in the employ
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of the agency contracling for this benefit) as though the member had retired at age 50
. and elected Option 2W. Option 2W provides {he highest monthly allowance to a ‘
bensficiary. , .

If the member had aftained minimum retirement age at the time of death, {he benefitis -
celcutated as though the member refirad on the date of death (from the employing
agency and alt previous CalPERS covered employers) and elected Optien ZW. ffthe
deceased firefighter had not atisined the minimum retirement age at dealh and had
sepvice credit with previous CalPERS agencies, the cost of the Allemate Deadh Benefit
will be the liahility of the employing agency, sxcept for a partial offset of cosis resulting

from & transfer of the member's contributions freim alf previous employers lothe

employing agency. The Increase in flability not offset by this transfer will be patd by ihe
agency contracting for this beneflt and employing the member on the dafe of hisfhar
death. if the deceased firefighter had attained minimum retirernent age at death, the
increased cost of the benefit {regardiess of whether the member has service credit with
another CalPERS employer) is the liablfity of the agency cohtracting for this benefit and
employing the member on the date of histher death.

XIL Supplemental Ratiree Bonefit Resarve

The Supplemental Retiree Benefit Reserve (SRBR) will be cloged 1o all participatory
members in the TIER 1 retivement plan. All members who voluntarily irrevocably move
into the TIER 1l refirement plan shall forfeit all rights to any future SRBR earnings and or

paymenis, , :
XIll._Refiree Health and Dental Care

All TIER |l participants shall receive all Retiree Health and Dental Insurance benefits as
TIER | metnbers. -

XIV. Refiree Health Care Pré.Funding

The City and the Union agree to continue to pre-furid the fire and pofice retires medical
and dental healthcare benefits as described In both of the current the SJPOA and IAFF

Lecal 230 memorandum of agreements.

XV, Non-Duplication of Benefits

A retiree may not be simultanaous'ly ocovered by City sponsored pian-provided medical
_ benefits as a retiree, and as a dependent of enother City refiree or City employee.
TIER I RETIREMENT BENEFITS Fd]_-'f{.CURRENT EMFPLOYEES

Gurrent Retirement Benefits in effect for both SJPOA and IAFF Locsl 230 members
respectively shall remain status-quo but for the following provision changes.

I._Eliminate Sick Lgave_ Payoff

Provisions for sick leave payoff shall bé- sliminated in SJPOA and JAFF Local 230
Memorandums of Agraements.

li. Credit Unused Sick Leave te Sewke Credit Section 20965 -
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In exchange for eliminating Sick Leave Payoff the following Cradit for Unused Sick
Leave Service Credit Provisions shall apply for up fo 1 year of alf unused sick lsave
hours, Either (fwo-thousand eighty) 2,080 hours for 40 hour per wesk employee or
2,912 (two-thousand nine hundred twelve) hours for 56 hour per week employee, Sick

_ teave hours may be accrued beyond 1 year of service time either (two-thousand eighty)
2,080 hours for 40 hour per week employee or 2,512 {two-thousand nine hundred
twelve) hours for 56 hour per week employee but will be forfeited upon retirement.

Unused accumulated sick leave at time of refirement may be converted to additional

service credit at the rale of 0.004 year of sefvice credif for each day of unusad sickieave

(l-e., 250 days of sick leave equals one additional year of service credit).

The Clty of San Jose will report to Retirement Services only those days of unused sick
'leave that were accrued by the member during the normal course of employment,
Additional days of unused sick leave reported for the purpose of increasing the
member's retirement benefit are prohibited. This benefit will not increase the maximum

percentage of refirement allowable.”

The City of San Jose shalf direct retirement services to perform and add Into the
valuation the value of this benefit. The City of San Jose shali be 100% responsible for -
the normal cost defermined by this valuation. Estimated impact on normal cost to be

0.1%-0.2% of payroll for both groups.

Hl._Supplemental Retiree Benefit Raserve

Exchange SRBR on Tier | employees and retiress who will have vested rights for a .
Guaranteed Purchasing Power {GPP) plan; permit the fund to re-capture SRBR funds to

be applied against the UAAL, .

Both the City and Unions’ will support and make a raquest fo the Police and Fire
retirement board to perform a *NEW’ valuation that takes into account the SRBR. / GPP
changes, and to implement adjusted contribution rates accordingly.

IV. Retires Health Care Pre-Funding -

The éity and the Union agree fo continue to prefund the fire and police retiree medical
and dental healthcare benefits as described in both of the current the SJPOA and IAFF

Local 230 memorandum of agresmenis.

V. Non-Duplication of Benefits
A retiree may not be simultaneously covered by City sponsored plan-provided medical
benefits as & refiree, and as a dependent of ancther City refiree or City employes.

ALL TIERS:

. Workers: Comgensaﬁog' Reform

THE LABOR-MANAGEMENT WORKERS' COMPENSATION SUPPLEMENTAL DISPUTE
RESOLUTION AGREEMENT “LONG BEACH MODEL" SHALL APPLY TO ALL THREE (3)
. TIERS. TIER |, TIER if, AND TIER il| EMPLOYEES. : | :
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This Agreement is pursued pursuant to Califomia Labor Code Section 3201.7(a}(3){c}. Nothing
in this agreement diminishes the entittement of an employee to compensation payments for total
ar partial disabifity, tfemporary disabidlity, or medical treatment fully paid by the employer as
otherwise provided in Division 4 of the Labor Code, Nothing in this agreement denies to any
employee the right to representation by counsa! at all stages duﬂng the alternstive dispute
rasolution process.

Purpose.

The purposes of this proposal are:

1. To provide active émployees claiming compensable injuries under Division 4 of the
Calfifornia Labor Code ("Workers' Compensation Law™} with an expedited procedure
to resolve medical disputes in accordance with Article IV, Section D of this Agreement
to facifitate their prompt return to work;

2, To provide relirees claiming a presumptive Injury as deﬁned by California Labor Code
thereinafter "Labor Code") saction 3212 et sed. with an expedited procsdure to
resolve medical disputes in accordance with Arlicle iV, Section D of this Agreement;

3. Ta reduce the number and severity of disputes between the City and covered
employees, when those dispuies relate to workers’ compensation; and

4. To provide workers' compensation coverage in a way that improves labor
management relations, improves organizational effecliveness, and reduces costs to
the City.

These purposes will be achieved by ufilizing an exclusive list of medical providers to be the sole
and exclusive source of medical evaluations for disputed issues surrounding covered
employees in accordance with Caiifernia Labor Code Section 3201.7(¢).

The Unions renew its proposel for all three Tiers of amployees.

s Tier il employees will not be 2 participant or raciplent of SRBR.

¢ Tier If employees will forfeit SRBR payments and participation upon voluntarlly
electing into Tier H, Furthermore, as additional savings, the assets forfeited by Tier !l
employess shall be rolied into the retiree medical plan to offset unfunded liabifities.

» Tier | smployees will be subject to the outcome of bargaining between the City and
Unians. : _
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SAN JOSE POLICE OFFICERS ASSOCIATION
AND SAN JOSE FIREFIGHTERS, IAFF LOCAL 230
RETIREMENT REFORM PROPOSAL

AMENDMENTS (2)
November 1, 2011
Tier il (New Hires} Tier It (Actives) Tier | (Actives)
2% @ 50 years {3% @ 55 years No Change (SJ P&F Pian)
{GalPERSY {C2IPERS) _
3 Year Average Salary 3 Year Average Salary No Change
Eiiminate Sick Leave Eliminate Sick Leave Eliminato Sick Leave Payout
Payout Payout . -
Sick Laave Conversion Sick Leave Conversion Sick Leave Conversion
4th Level Survivor Death | 4ih Leve! Survivor Death | No Changs
Benefit {Spouse & Benefit (Spouse & .
Chiidren) Children)
'| Post Retirement Survivor | Post Retirement Survivor | No Change
Allowance Allowance '
CPiwith 2% max COLA | CPI witb 3% max COLA | No Change
| 84 Health and Dental $J Health and Dental No Change
Pilan for Employee Only | Plan {No Change)
(50%) ,
*Long Beach” Worker's | "Long Deach” WQrker’s "Long Beach” Worker's
Compensation Dispute Compensation Dispute Compensation Dispute
Resolution Process Resolution Process Resolution Process
No SRBR Efiminate SRBR SRBR converied to GPP
-10% Employee Normal | 10% Emploves Normal | No Change; Additional 5%
Gost Sharing Cost Sharing employee cost-share Fiscal
‘ 2012-13
Retiree Healthcare Pre- | Retiree Healthoare Pre- rfREﬁree-Healmcare Pre-funding |
funding funding - '

Nevember 11, 2011 7

i

Robert Sapien;Jf.
President -

8an Jose Firefighters, IAFF Local 230

A5
)

_ |George Hehtlie _
Presiden '
San Jose Pofice Officers Association



1151 No, Fourth St,
San Jose, CA 93112

San Jose Police Officers and Fire Fighters
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425 B. Santz Clara St,
Suite 300
San Jose, CA 93113

Phone #{408) 298-1133

' Phone #{408) 286-8718

SAN JOSE POLICE OFFICERS ASSOCIATION
AND SAN JOSE FIREFIGHTERS, IAEF LOCAL 230
RETIREMENT REFORM PROPQSAL
- ADDENDUM

1. From July 1, 2012 to June 30, 2013, payments from employees
represented by San Jose Police Officers Association (SJPOA} and San
Jose Fire Fighters, 1AFF Local 230 {S8JFF} to Refirement Healthcare
prefunding are set forth in Table 1 below. We propose that these
payments be suspended.

2. [nstead, in fiscal year 2012-2013, employees will increase coniributions to
the pension fund by 5% to offset City costs. * .

3. This resulting City savings for fiscal year 2012-2 013 will be applied to
each respective depariment’s budgets in ordet to preserve critical life
safely services.

-4, After June 30, 2013, employee contr;butlons to Retirement Healthcare will
resutne and increass as indicated in Table 2 below: -

Table 1: SJFF MOA Article 20 - SJPQA MOA Arlicie 50

Current ' [
Schedule 200810 2040-114 201112 201213 2013-14 2014185

Polite 1% | ie8% 3.23% 4£A6% 573% | TBN.

Fire ) - T1.25% 2.5% 3.75% 5%

Table 21 Onevewr contribution diversion from refirement healthcare prefunding with increased
empioyea confribution for preservation of vital public safety services in FY 1012-1 2

Proposed | opego | 201011 | 201012 | 201248 | 201344 | 20415

Schedule
Polica 1% 1.98% 3.23% 596> 5,73% | TBN
Fire - - 1.26% | B%* 5% 5%

From July 1, 2012 to 2013, the City may suspend contributions to Refiree
Heaithcare and apply savings proportionately to Police and Fire Department
budgets. Payments in the foliowing year (2013-14) will resume at a rate not
greater 1.35% higher than the previous scheduled year rate.

Service Impacts; This proposal is estimated to provide 3.5 miliion dollars for the
Fire Department and 5.8 million dolfers for the Police Depariment. This is 9.3
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miflion dollars available in employee confributions to preserve vital public safety
senvices.

_ This addendum to the attached proposal vgitexpire 6n Noverriter, 17, 2011,

Pl

A bé#Sapien—J#,—&@bréer’ i; E | emignyE' “President '
lee Officers Association
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San Jose |
FrE FicaTERS & POLICE OFFICERS

LOCAL 230"

et | bty
o8y 2 : (408 295-1133
;&ﬁ? ;ﬁg;x;??“ November 18, 2011 e kencrl
Via Emalt. AND REGULAR MAIL
Alex Gurza
Deputy City Manager
City of San Jose

200 E Santa Clara St
San Jose, CA 95113

Re: Revised POASFire Fighter Proposal

Dear Mr. Gurza:

Please consider this a revised proposal by the San Jose Fire Fighters, IAFF
Local 230 (Fire) and the San Jose Police Officers’ Association {(POA).

In recent days, our organizations have been advised of the City's opposition to a
move to the California Public Employees Retirement System (CalPERS), an inherent
feature of the Fire/POA proposal. We also understand that the City has an absolute
demand that any retirement agreement must go before the voters.

Accordingly, and in the interest of continuing to try to find a collaborative
resolution to the City's pension cost difficulties, we request that the City direct its
negotiators to return to the bargaining table fo discuss:

Trymg {o agree on the detalls of a proposal that would incorpo;ate the

. savings and the features of our CalPERS proposal, but which would be
designed to keep employees in the San Jose Police and Fire Retirement
System. That is, let us try to agree on & three-tier mode! that achieves the
savings we propose, but which keeps us, as is the City's express wish, in
the City’s retirement system No one would go to CalPERS under our
proposal. : _

2. Aloint CityfFire/POA proposed Cﬁarter amendment that would seek o
have the voters ratify and enshrine in the City Charter the agreement we
hops can be achieved under paragraph 1 above.

This proposal represents a fundamental shift in the unions’ position. We are
dropping our proposal to move to CalPERS in order to satisfy what we understand is a
philosophical demand of the City.



Alex Gurza

Re: Revised POA/Fire Fighter Proposal
November 18, 2011

Page 2

Furthermore, this revised proposal retains ali of the other features of our prior
proposal, most imporiantly: (1) The agreement by the POA to continue its 10% total
compensation concession through June 30, 2013 and ongoing thereafter until revised
by subsequent agreement by the parties: and (2) an additional 5% saving, based upon
a transfer of healthcare costs, and an additional contribution from both police and fire.

This proposal contemplates a 75% cap under the third tier to be agreed upon for

new employees.

We believe that the recent mediation between the parties, concluded
VWednesday, was a worthwhile endeavor that triggered the type of frank and
coliaborative discussions that the formal bargaining process lacked. We believe that
there was positive movement by both sides in that process that gives us significant
hope that an agreement can be reached by returning to the bargaining table.

Very truly yours,
SAN JOSE FIRE F!GHTERS IAFF LOCAL 230

gg@ S
apien .rr’ Pre@

(ASSOCIATION
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. PUBLIC EMPLOYEE PENSION PLAN AMENDMENTS - TO
ENSURE FAIR AND SUSTAINABLE RETIREMENT BENEFITS
WHILE PRESERVING ESSENTIAL CITY SERVICES

%—'Ph&@tizeﬁ&eéth&m&-smdohembpmrr the

following amendments to the City Charter which may be
referred to as: “The Employee Fair Pay and Sustainable Benefits
Act” ' '

Section 1: FINDINGS

The following services are essential to the health, safety,
quality of life and well-being of San Jose residents: police
protection; fire protection; street maintenance; libraries; and
community centers (hereafter “Essential City Services”).

The City's ability to provide its citizens with Essential City
Services has been and continues to be threatened by budget

~ cuts caused mainly by the climbing costs of employee benefit

programs, and exacerbated by the economic crisis. The
employer cost of the City’s retirement plans is expected to
continue to increase dramatically in the near future. In
addition, the City’s costs for other post employment benefits —

. primaf'ily health benefits - are increasing. To adequately fund

these costs, the City would be required to make dramatic cuts
to Essential City Services.

These cuts to Essential City Services have already created a
service level emergency in the current fiscal year, an
emergency that is projected to worsen significantly in Fiscal
Year 2012-2013 and beyond. Because the cost of retirement
benefits is rising so rapidly, and current economic conditions

1
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and legal restrictions severely limit revenue growth, there is no
reasonable prospect that further critical reductions in .
Essential City Services can be avoided. By any measure,
projected reductions in service levelsare unacceptable, and
will endanger the health, safety and well-being of the residents

of Sanjlose

Without the reasonable cost containment provided in this Act,
the economic viability of the City, and hence, the City’s
employment benefit programs, will be placed at an imminent

risk.

The City and its residents always intended that post
employment benefits be fair, reasonable and subject to the
City's ability to pay without jeopardizing City services. Atthe
same time, the City is and must remain committed to
preserving the health, safety and well-being of its residents.

By this Act, the voters find and declare that post employment
benefits must be adjusted in a manner that protects the City’s
viability and public safety, at the same time allowing for the

. continuation of fair post-employment benefits for its workers.

The Charter currently provides that the City retains the
authority to amend or otherwise change any of its retirement
plans, subject to other provisions of the Charter.

This Act is intended to strengthen the finances of the City to
ensure the City’s sustained ability to fund a reasonable level of
benefits as contemplated at the time of the voters’ initial

. adoption of the City’s retirement programs. Itis further

" designed to ensure that future retirement benefit increases be

- approved by the voters.
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The voters hereby find that the facts and circumstances
constitute an emergency within the meaning of the Meyers-
Milias-Brown Act ("MMBA”), Government Code section 3504.5,
and pursuant to the City's authority as a charter city under the .
California Constitution. E.g., Cal. Const., Art XL

This Act is intended to ensure the City can provide reasonable
and sustainable post employment benefits while at the same
time delivering Essential City Services to the residents of San

Jose.

The City reaffirms its plenary authority as a charter city to
control and manage all compensation provided to its
employees as a municipal affair under the California
Constitution. -

The City reaffirms its inherent right to act responsibly to
preserve the health, weifare and well-being of its residents,

This Act is not intended to deprive any current or former
employees of benefits earned and accrued for prior service as
of the time of the Act’s effective date; rather, the Actis
intended to preserve earned benefits as of the effectlve date of

the Act.

This Act is not intended to reduce the pension,émounts
received by any retiree or to take away any cost of living
increases paid to retirees as of the effective date of the Act.

This Act is not intended to grant any vested rights to any post
employment benefit. The City expressly retains its authority to
amend, change or terminate any retirement or other post
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employment benefit progrém provided by the City; provided,
however, nothing in the Act shall be construed to require the-
forfeiture of any contribution made by an employee toward a

pension plan benefit.

Section 3. Measure Supersedes All Conflicting Provisions

The provisions of this Act shall prevail over all other conflicting
or inconsistent wage, pension or post employment benefit
provisions in the Charter, as well as all ordinances, resolutions

or other enactments.

The City Co_urici} shall adopt ordinances as appropriate to
implement and effectuate the provisions of this Act. The goal
is that such ordinances shall become effective no later than

june 30, 2012.
Section 4. Reservation of Voter Authbrity

The voters expressly reserve the right to consider any change
in matters related to pension and other post employment
benefits. The City Council shall have no authority teo agree to or
provide any increase in pension and/or retiree healthcare
benefits without voter approval, except that the Council shall
have the authority to adopt Tier 2 pension benefit plans within
the limits set forth herein.

Section 5. Reservation of nghts to City Council

Subject to the limitations set forth in thlS Act, the City Council
retains its authority to take all actions necessary to effectuate
the terms of this measure, to make any and all changes to

- retirement plans necessary to ensure the preservation of the
tax status of the plans, and to amend, change or repeal any
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retirement or other post employment benefit program subject
“to the terms of this measure. :

Section 6. Current Employees

(a) “Current Employees” means employees of the City of San

}e,seasgfmeeffectixz&daI&oﬂhi&AcLaniwhammOvered

under the Tier 2 Plan (Section 8}.

(b) Unless they voluntarily opt in to the Voluntary Election
Program (“VEP,” described herein), Current Employees shall
have their compensation reduced by sharing 50% of the costs
to amortize any pension unfunded liabilities, except for any
pension unfunded liabilities that may exist due to Tier 2
benefits in the future.

(c) A Current Employee’s share of the cost to amortize
pension unfunded liabilities shall be 5% of pensionable pay
starting June 24, 2012, and increased by 5% every fiscal year
until the employee’s proportionate share of the cost reaches
50% of the amortized pension unfunded liabilities, with each
employee’s share capped at 25% of the employee’s
pensionable pay.

(d) The starting date for an employee’s compensation
adjustment under this Section shall be June 24, 2012,
regardless of whether the VEP has been implemented. Ifthe -~
VEP has not been implemented for any reason, the
compensation adjustments shall apply to all Current

Employees.

(é) Current Employees’ share of the cost to amortize any
- unfunded liabilities shall be calculated separately for
employees in the Police and Fire Department Retirement Plan

-5
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and employees in the Federated City Employees’ Retlrement
System.

() Theadditional retirement contributions shall be treated
in the same manner as any other employee contributions.
Accordingly, the voters intend these additional payments to be

made on a pre-tax basis through payroil deductions pursuant

to applicable Internal Revenue Code Sections. The additional
contributions shall be subject to withdrawal, return and

- redeposit in the same manner as any other employee
contributions.

Section 7: One Time Voluntary Election Program (“VEP”)

The City Council shall adopt a Voluntary Election Program
(“VEP”) for ail Current Employees who are members of the
existing retirement plans of the City as of the effective date of
this Act. The implementation of the VEP is contingent upon
receipt of IRS approval. The VEP shall permit Current.
Employees a one time limited period to enroll in an alternative
retirement program which, as described herein, shall preserve
an employee’s earned benefit accrual; the change in benefit

- accrual will apply only to the employee’s future City service.

- Employees who opt into the VEP will be required to sigh an
irrevocable election waiver {as well as their spouse or
domestic partner, former spouse or former domestic partner, if -
legally required) acknowledging that the employee irrevocably
relinquishes his or her existing level of retirement henefits and
has voluntarily chosen reduced benefits, as specified below.

- The VEP shall have the following features and limitations:

(a) The plan shall not depri{re any Current Employee who
chooses to enroll in the VEP of the accrual rate (e.g. 2.5%)
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earned and accrued for service prior to the VEP’s effective
date; thus, the benefit accrual rate earned and accrued by
individual employees for that prior service shall be preserved
for payment at the time of retirement.

L S

(b)__ Pension benefits under the VEP shall be based on the

M = i | LI X Ty g gy
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(i)

(i),

(iif)

The accrual rate shall be 2.0% of “final

. compensation”, hereinafter defined, per year of

service for future years of service only.

The maximum benefit shall remain the same as
the maximum benefit for Current Employees.

The current age of eligibility for service
retirement under the existing plan as approved
by the City Council as of the effective date of the -
Act for all years of service shall increase by six
months annually on July 1 of each year until the
retirement age reaches the age of 57 for
employees in the Police and Fire Department
Retirement Plan and the age of 62 for employees .
in the Federated City Employees’ Retirernent
System. Earlier retirement shall be permitted
with reduced payments that do not exceed the
actuarial value of full retirement. For service
retirement, an employee may not retire any
earlier than the age of 55 in the Federated City
Employees’ Retirement System and the age of 50
in the Police and Fire Department Retirement
Plan.
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(iv)]  The eligibility to retire at thirty (30) years of
service regardless of age shall increase by 6 .
months annually on July 1 of each year.

v) Cost of living adjustments shall be limited to the
increase in the consumer price index, {San Jose -

——Smrﬁmiscn—ﬁaldmrdﬁﬁmmmr , -

(©

Statistics index, CPI-U, December to December),
capped at 1.5% per fiscal year. The first COLA
adjustment following the effective date of the Act
will be prorated based on the number of _
remaining months in the year after retirement of

the employee.

- {vi}  “Final compensation” shall mean the average -

- annual pensionable pay of the highest three ' - | |
- consecutive years of service, - | ]

(vii} Anemployee will be e]ig’i-ble for a full year of
. service credit upon reaching 2080 hours of
regular time worked {including paid leave, but
not including overtime).

The cost sharing for the VEP for current service or
current service benefits [“Normal Cost”} shall not exceed .
the ratio of 3 for employees and 8 for the City, as
presently set forth i the Charter. Employees who opt
into the VEP will not be responsible for the payment of
any pension unfunded liabilities of the system or plan.
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(d) VEP Survivorship Benefits.

(i} Survivorship benefits for a death before
retirement shall remain the same as the
survivorship benefits for Current Employees in
eachplan:

(ii]‘ Survivorship benefits for a spouse or domestic

(i)

(ii)

partner and/or child(ren) designated at the time
of retirement for death after retirement shall be
50% of the pension benefit that the retiree was
receiving. At the time of retirement, retirees can
at their own cost elect additional survivorship
benefits by taking an actuarially equivalent
reduced benefit. '

(e) VEP Disability Retirement Benefits.

A service connected disability retirement benefit,
as hereinafter defined, shall be as follows:

“The employee or former employée shall receive an

annual benefit based on 50% of the average annual
pensionable pay of the highest three consecutzve

~ years of service.

A non-service connected disability retirement
benefit shall be as follows:

The employee or former employee shall receive
2.0% times years of City Service (minimum 20% and
maximum of 50%) based on the average annual

- pensionable pay of the highest three consecutive

years of service. Employees shall not be eligible for -
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a non-service connected disability retirement unless
they have 5 years of service with the City. |

(iii) Cost of Living Adjustment (“COLA") provisions will
be the same as for the service retirement benefitin
_the VEP. :

- Section 8: Future Employees - Limitation on Retirement
Benefits - Tier 2

To the extent not already enacted, the City shall adopt a
retirement program for employees hired on or after the
ordinance enacting Tier 2 is adopted. This retirement
program - for new employees - shall be referred to as “Tier 2.”

The Tier 2 program shall be limited as follows:

{a) The City contributions shall not be less than 6.2% nor
greater than 9% of base salary, excluding premiums or
other additional compensation. In no event shall the City
contribution to such plan exceed 50% of the cost of the
Tier 2 plan (both normal cost and unfunded liabilities).
The program may be designed as a “hybrid plan”
consisting of a combination of Socjal Security, a defined
benefit plan and/or a defined contribution plan.

(b) For any defined benefit plan, the age of eligibility for
* payment of accrued service retirement benefits shall be

65, except for sworn police officers and firefighters,
whose service retirement age shall be 60. Earlier
retirement may be permitted with reduced payments that
do not exceed the actuarial value of full retirement. For
service retirement, an employee may not retire any
earlier than the age of 55 in the Federated City

10
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(c)

Employees’ Retirement System and the age of 50 in the
Police and Fire Department Retirement Plan.

For any defined benefit plan, cost of living adjustments

 shall be limited to the increase in the consumer price

index {San Jose - San Francisco = Oakland U.S. Bureau of

LA EANA

—LaborStatistics index, CPI-Y, Decemberto Pecember);——

(d)

(e)

(f)

(2)

capped at 1% per fiscal yeat. The first COLA adjustment
~will be prorated based on the number of months retired. |

For any defined benefit plan, “final compensation” shall .
mean the average annual pay of the highest three
consecutive years of service. Final compensation shall be
base pay only, excluding premium pays or other
additional compensation.

For any defined benefit plan, benefits shall accrue ata
rate not to exceed 1.5% per year of service. :

For any defined benefit plan, an employee will be eligible |
for a full year of service credit upon reaching 2080 hours
of regular time worked (including paid leave, but not
including overtime). ,

Employees who leave or have left City service and are
subsequently rehired or reinstated shall be placed into
the second tier of benefits (Tier 2). Employees who have
‘at least five (5) years of service credit in the Federated
City Employees’ Retirement System or atleast ten (10) -
years of service credit in the Police and Fire Department
‘Retirement Plan on the date of separation and who have
not obtained a return of contributions will have their
benefit accrual rate preserved for the years of service
prior to their leaving City service.

11
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(h) - Any plan adopted by the City Council is subject to
' termination or amendment in the Council’s discretion. No

plan shall create a vested right to any beneﬁt

wmgents

(&) To receive any disability retirement benefit under any
pension plan, City employees must be incapable of engaging in

~ any gainful employment for the City, but not yet ehgxble o
retire (in terms of age and years of service). The
determination of qualification for a disability retirement shall
be made regardiess of whether there are other positions
available at the time a determination is made.

{b) An employee is consxdered “disabled” for purposes of
qualifying for a disability retirement, if all of the follovwng is

met

(i) Anemployee cannotdo work that they did
before; and '

(ii} Itisdetermined that

1} an employee in the Federated City

* Employees’ Retirement System cannot perform
any other jobs described in the City’s
classification plan because of his or her medical

condition(s]; or

2} an employee in the Police and Fire
Department Retirement Plan cannot perform
any other jobs described in the City's
classification plan in the employee’s

12
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department because of his or her medical
condition(s); and '

(iif) The employee’s disability has lasted or is expected
to last for at least one year or to result in death.

() Determinations of disability shall be-made by-an—
independent panel of medical experts, appointed by the City
Council. The independent panel shall serve to make disability -
determinations for both plans. Employees and the City shall
have a right of appeal to an administrative law judge.

(d) The City may provide matching funds to gbtain long term .
disability insurance for employees who do not qualify for a '
disability retirement but incur long term reductions in
compensation as the result of work related injuries.

(e) The City shall not pay workers’ compensation benefits for
disability on top of disability retirement benefits without an
offset to the service connected disability retirement allowance
to eliminate duplication of benefits for the same cause of
disability, consistent with the current provisions in the
Federated City Employees’ Retirement System.

Section 10: Emergency Measures to Contain Retiree Cost
. of Living Adjustments

The City shall adopt the following emergency measures,
applicable to retirees (current and future retirees employed as

of the effective date of this Act):

{a) Cost ofliving adjustments (“COLAs") shall be temporarily
. suspended for all retirees from July 1, 2012 until at least

January 1,2018.

13
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After January 1, 2018, the City Council shall restore COLAs
prospectively (in whole or in part), if it determines that the
fiscal emergency has eased sufficiently to permit the City to
provide essential services protecting the health and well-being

of City ruﬁdemwhileqaawngxhecoswfmchﬁmm

(b) Inthe event the City Councﬂ restores ali or partof the
COLA, it shall not exceed 3% for Current Retirees and Current
Employees who did not opt into the VEP and 1.5% for Current
Employees who opted into the VEP and 1% for employees in

Tier 2.
Section 1‘1": Supplemental Payments to _Reti‘rees

The Supplemental Retiree Benefit Reserve (“SRBR”) shall be
discontinued, and the assets returned to the appropriate
retirement trust fund. Any supplemental payments to retirees
in addition to the benefits authorized herein shall not be

~ funded from plan assets.
Section 12: Retirec Healthcare

(a) Minimum Contributions. Existing and new employees
must contribute a minimum of 50% of the cost of retiree
healthcare, including both normal cost and unfunded liabilities.

(b) Reservation of Rights. No retiree healthcare plan or
benefit shall grant any vested right, as the City retains its
power to amend, change or terminate any plan provision.

{c) Low CostPlan. For purpdses of retiree healthcare

benefits, “low cost plan” shall be defined as the medical plan
* which has the lowest monthly premium available to any active

. 1a
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employee in either the Police and Fire Department Retirement
Plan or Federated City Employees’ Retirement System.

Section 13: Actuarial Soundness (for both pension and
retiree healthcare plans) |

_—(aJ_Alelaniadﬂpta hall be sub;gct—

to an actuarial analysis publicly disclosed before
adoption by the City Council, and pursuant to an
independent valuation using standards set by the
Government Accounting Standards Board and the
Actuarial Standards Board, as may be amended from
time to time. All plans adopted pursuant to the Act
shall: (i) be actuarially sound; {if) minimize any risk to
the City and its residents; and (iii) be prudent and
reasonable in light of the economic climate. The

* employees covered under the plans must share in the .
investment, mortality, and other risks and expenses of

the plans.

{b) All of the City's pension and retiree healthcare plans
must be actuarially sound, with unfunded liabilities
determined annually through an independent audit
using standards set by the Government Accounting
Standards Board and the Actuarial Standards Board.
No benefit or expense may be paid from the plans
without being actuarially funded and explicitly
recognized in determining the annual City and
employee contributions into the plans.

(c) Insetting the actuarial assumptions for the plans,
valuing the labilities of the plans, and determining the
- contributions required to fund the plans, the objectives
of the City’s retirement boards shall be to:

15
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1) achieve and maintain full funding of the plans using at
least a median economic planning scenario. The

~ likelihood of favorable plan experience should be
greater than the likelthood of unfavorable plan
experience; and

2) ensure fair and equitable treatment for current and
future plan members and taxpayers with respect to the
costs of the plans, and minimize any intergenerational

transfer of costs..

(d) When investing the assets of the plans, the objective of
the City’s retirement boards shall be to maximize the
rate of return without undue risk of loss while having

proper regard to: _
1) the funding objectives and actuarial assumptions ofthe
plans; and _ .
2) the need to minimize the volatility of the plans’ surplus
or deficit and, by extension, the impact on the volatility
of contributions required to be made by the Cityor
“employees. -

Section 14: Savings

(a) Inthe event Section 7 or 10 (as that Section applies to
Current Employees), of this Act is determined to be illegal,
invalid or unenforceable as to Current Employees, then the
Current Employees’ share of the costs to amortize any
infunded liabilities shall be 50% of the plan covering the

respective employees.

16
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(b) Inthe event Section 6 (b) and {c), and/or the employee
payment of the unfunded liability referenced in Section 14(a),
is determined to be illegal, invalid or unenforceable as to
Current Employees (using the definition in Section 6(a)), then,
to the maximum extent permitted by law, an equivalent
amount of savings shall be obtained through pay reductions.

Any payTedﬁcmnsnnpiementedWSHaMMEammhaﬂ—

not exceed 5% of compensation each year, capped at a
maximum of 25% of pay or the equivalent of what would be

50% of the amortized pension unfunded liability.

Section 15: Severability

(a) This Act shall be interpreted so as to be consistent with
ali federal and state laws, rules and regulations. The provisions
of this Act are severable. If any section, sub-section, sentence
or clause (“portion”) of this Act is held to be invalid or
unconstitutional by a final judgment of a court, such decision
shall not affect the validity of the remaining portions of this
amendment. The voters hereby declare that this Act, and each
portion, would have been adopted irrespective of whether any
one or more portions of the Act are found invalid. If any
portion of this Act is held invalid as applied to any person or
circumstance, such invalidity shall not affect any application of
this Act which can be given effect. In particular, if any portion
of this Act is held invalid as to Current Retirees, this shall not
affect the application to Current Employees. If any portion of
this Act is held invalid as to Current Employees, this shall not
affect the application to New Employees. This Act shall be
broadly construed to achieve its stated purposes. Itis the
" intent of the yvoters that the provisions of this Actbe
-interpreted or implemented by the City, courts and othersin a
manner that facilitates the purposes set forth herein.

17
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(b) If any ordinance adapted pursuant to the Actisheld tobe
invalid, unconstitutional or otherwise unenforceable by a final
judgment, the matter shall be referred to the City Council for
determlnatmn as to whether to amend the erdinance :

—secumeverab}&an&meffee‘fwe
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From: Debra Figone
Sent: Tuesday, November 22, 2011 5:28 M

To: #All City Employess

Subject: Updat&on Retirement Reform and Flscal. Challenge=

Dear City Employee -

., Twanted to give you an update on the latest developments regarding the City’s fiscal crisis,
Earlier today, two documents were released: 1) the Proposed Retirement Reform Ballot
Measure; and, 2) a report titled: Fiscal and Service Level Emereency Report: An evaluation
of conditions in the City of San José along with a memorandum recoramending that the City

Council declare a Fiscal and Service Level Emergency.
I know that you have no doubt heard much about 2 March ballot measure. The proposal

going to the City Council is fditferentitimhercarlies STVersicna: so I encourage you to
read through this document, as well as the ‘Teport, wi ks & clear why this ballot

measure and changes to the existing retirement system are necessary. The report is a large
one $o you may prefer to read the executive summary.

The City is facing a projected $80.5 million deficit in the commg fiscal year. More than
60% of this shortfall is the direct result of increasing retirement costs. ‘With the City

experiencing its 11% straight year of budget shortfalls, our options are very limited for
closing this budget gap. The City is siill able to pay its bills. Flowever, we are trying to
avoid a situation in which we would have no other choice but to-make severe reductions to a
degree that would jeopardize our ability to serve residents. The objectives of the report and
ballot measure are to preserve public safety and health as well as a sustainiable retirement
system for City employees and retirees.

By taking steps now, We can save more jobs, conunue providing current City services, and
have a sustainable future. On Tuesday, December 6, the City Council will discuss whether
to declare a Fiscal and Service Level Emergency as well as place the ballot measure before

the voters in March. At that time, the Mayor and Council will provide direction on how to

proceed.

Your contributions to the City are especially appreciated during these challenging times. 1
anticipate there will be more hurdles ahead but we will overconie these financial hurdles
together. Thank you for your service to our. commumty

- Debra Figone

City Manager
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SAN JOSE POLICE |
 OFFICERS' ASSOCIATION

1151 North Fourth Sireet » San Jose, Californic 95112
Telephone 408-298-1133 * Facsimie 408-298-3151 « E-Mail@gjpon.com

December 1, 2011

ViA Emal AND REGULAR MAIL

Alex Gurza

Deputy City Manager

City of San Jose

200 E Santa Clara St
. 8an Jose, CA 95113

Re: Revised SJPOA Retirement Proposal

Dear Mr. Gurza.

The SJPOA and Local 230 submitted a revised refirement proposal to the City on
November 8, 2011, We praposed a three-tier model to incorporate the savings we had
promised under our.CalPERS model, but realized under the San Jose Police and Fire
Retirement System. Additionally, we agreed to support @ joint City-labor ballot
proposition implementing our proposal, ‘

- Notwithstanding that we have had no response to that proposal or to our request
to return to the bargaining table, the SJPOA today proposes to reinslate the retirernent
plan provision in place prior to 1997 as a second-tier that will be avallable to active
employees who opt to participete in i and to new hires. This proposal should be
considered in tandem with the one filed earlier today by our brothers and sisters at '

Local 230.
. Benefif Tier 1 (Actives) Tier I {Opt-In and New Hires)
Max Benefit Status Quo 75% .
Accruat Rate 2.5% f 4% per year 2.6% pet year
AgelYears of Servive 26 yesars @ age 50 25 years @ age 50
20 years @ age 56 20 years @ age 55
. 130 years any age 30 years any age
FAS Caloulation 12 Maonths Final Averag 3B Months Final Average Salary
: Salary -
COLA _13% CPI-U 3% with Banking Feature
Normal Cost (8/3 split) (No | Stalus Quo Status Cluo :
Need for Charter Change)- '
Unfunded Liability _t Statug Quo Status Quo
SRBR Convert to GPP* Convert fo GPP*
Sick Leave Payout Status Quo ‘Convert to-Service Time |




Alex Gurza
Re: Revised SJPOA Retirement Proposal
December 1, 2011

Page 2

Benefit ; Yier1 (Actives) _ Tier ll {Opt-in and New Hires]

Ratiree Health Care Pre- ' 1 Year Diversion Proposal  © 1 Year Diversion Proposal !

i Funding ! : ! :
: Disability Referm i "Long Beach Model" - ' "Long Beach Model" Worker's ;
' ! Waorker's Compensation | Compensation Dispute Resolution
! ' . ! Dispute Resolution Process i -Process ' ' B
, Health Care for Aclives : Status Quo ~100% LPP-Bingle:Coverager for ;
j ' = ‘ i ves) |

“Guaranteed Purchasing Power (GPP); Transition from SRB.R benefit jo GPP estimated 1o save
& milion annually.

We reiterate thai a critical elemant of the proposal remains the SJIPOA’s
proposing to forego proceeding to the pending interest arbitration concerning the
duration of the ten-percent wage reduction and the term of the Memorandum of _
" Agreement (recently agreed to by the SJPOA and the City concerning all non-retirement
terme and conditions of employment), if the City accepts the unions’ joint retirement
- proposal. In other words, should the City agree to our retirement proposal, the SJPOA
will agree that the MOA is of & two-year duration and that the 10% wage reduction does

not sunset. _

Furthermore, the opt-in contained in the above table would feplaée the SIPOA-
only opt-in plan in the Memorandur of Agreement (recenily agreed fo by the SJPOA
and the City concerning ali non-retirement terms and conditions of employment).

We believe this proposal goes a long way fowards reducing the City's retirement
costs going forward—parhaps the single. greatest priority that your bargaining '
representatives explained to us throughout our summer of bargaining. We think that

“this proposal has strong “win-win® potential, and we encourage the City to send its
negotiators back to the table to try to reach a bilateral accord on how to maximize the
‘number of active employees who opt into Tier I, as described in the table. Additionally,
the parties should retusn to the table to discuss the impact of the significantly reduced
Chy pensicn obligation for FY 2013 as contained in the Cheiron Repoit, as adopted
taday by the Retirement Board, .

As challenging as these discussions have been on both sides, we believe that
developments in the last 48-hours, and particutarly these revised proposals from Poiice
and Fire offer a great opportunity to resolve these issues collaboratively.

Vety truly yours,
E‘QNK JOSEWERS' ASSOCIATION

Jifm C. Unland, President



Alex Gurza .- .

Re: Revised SJPOA Retirement Proposal
December 1, 2011

Page'3

ce:  John R. Tennant, General Counsel
Gregg McLean Adam, Esq.
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Attachment B

December 5, 2011

PUBLIC EMPLOYEE PENSION PLAN AMENDMENTS - TO
ENSURE FAIR AND SUSTAINABLE RETIREMENT BENEFITS
' WHILE PRESERVING ESSENTIAL CITY SERVICES

The Citizens of the City-of San Jose do hereby enact the

4foﬂowmgmdmentﬁo the City Charter-whichrmay be
referred to as: “The Employee Fair Pay and Sustainable Benefits

Act”
Section 1: FIN_DINGS

The following services are essential to the health, safety,
quality of life and well-being of San Jose residents: police
protection; fire protection; street maintenance; libraries; and
community centers (hereafter “Essential City Services”).

The City’s ability to provxde its citizens with Essential City
Services has been and continues to be threatened by budget
cuts caused mainly by the climbing costs of employee benefit
programs, and exacerbated by the economic crisis. The
employer cost of the City’s retirement plans is expected to
continue to increase in the near future. In addition, the City’s
costs for other post employment benefits - primarily health
benefits - are increasing. To adequately fund these costs, the
City would be required to make additional cuts to Essential

City Services.

By any measure, current and projected reductions in service
levels are unacceptable, and will endanger the health, safety
and well-being of the residents of San Jose.
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Without the reasonable cost containment provided in this Act,
~ the economic viability of the City, and hence, the City’s
employment benefit programs, will be placed at an imminent '
risk. .

The City and its residents always intended that post

City’s ability to pay without jeopardizing City services. Atthe -
same time, the City is and must remain committed to
preserving the health, safety and well-being of its residents.

By this Act, the voters find and declare that post employment
benefits must be adjusted in a manner that protects the City's
viability and public safety, at the same time allowing for the
continuation of fair post-employment benefits for its workers.

The Charter currently provides that the City retains the
authority to amend or otherwise change any of its retirement
plans, subject to other provisions of the Charter. ‘

This Act is intended to strengthen the finances of the City to
ensure the City’s sustained ability to fund a reasonable level of
benefits as contemplated at the time of the voters’ initial
adoption of the City’s retirement programs. Jtis further
designed to ensure that future retirement benefit increases be

approved by the voters.

Section 2: INTENT

This Act is intended to ensure the City can provide reasonable
‘and sustainable post employment benefits while at the same
time delivering Essential City Services to the residents of San |

jose.

employ ir, reasonable and subject to the o
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The City reaffirms its plenary authority as a charter city to
- control and manage all compensation provided to its
employees as a municipal affair under the California

Constitution.

The City reaffirms its inherent right to---a-cf"responsi-b--ly--to

preserve the health, welfare and well-being of its residents.

This Act is not intended to deprive any current or former
employees of benefits earned and accrued for prior service as
of the time of the Act’s effective date; rather, the Act is
intended to preserve earned benefits as of the effective date of

the Act.

This Act is not intended to reduce the pension amounts
received by any retiree or to take away any cost of living
increases paid to retirees as of the effective date of the Act.

This Act is not intended to grant any vested rights to any post
employment benefit. The City expressly retains its authority to
amend, change or terminate any retirement or other post
employment benefit program provided by the City; provided,
however, nothing in the Act shall be construed to require the
forfeiture of any contribution made by an employee toward a
pension plan benefit. |

Section 3. Measure Supersedes All Conflicting Provisions

The provisions of this Act shall prevail over all other conflicting

or inconsistent wage, pension or post employment benefit
provisions in the Charter, as well as all ordinances, resolutions

or other enactments.
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The City Council shall adopt ordinances as appropriate to
implement and effectuate the provisions of this Act. The goal
is that such ordinances shall become effective no later than

June 30,2012,

Section 4. Reservation of Voter Authority

The voters expressly reserve the right to consider any change
in matters related to pension and other post employment,
benefits, The City Council shall have no authority to agree to or
provide any increase in pension and/or retiree healthcare
benefits without voter approval, except that the Council shall
have the authority to adopt Tier 2 pension benefit plans within
the limits set forth herein. '

Section 5. Reservation of Rights to City Council

Subject to the limitations set forth in this Act, the City Council

~ retains its authority to take all actions necessary to effectuate
the terms of this measure, to make any and all changes to

retirement plans necessary to ensure the preservation of the

tax status of the plans, and to amend, change or repéal any

retirement or other post employment benefit program subject

to the terms of this measure.

Section 6, Current Employees

(a) “Current Employees” means employees of the City of San
Jose as of the effective date of this Act and who are not covered
under the Tier 2 Plan (Section 8). '

(b) Unless they voluntarily opt in to the Voluntary Election
Program {“VEP,” described herein), Current Employees shall
have their compensation reduced by sharing 50% of the costs
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to amortize any pension unfunded liabilities, except for any
pension unfunded liabilities that may exist due to Tier 2

beneﬁts in the future.

| (c) A Current Employee’s share of the cost to amortize
pension unfunded liabilities shall be 5% of pensionable pay

starting June 24, 2012, and increased by 5% every fiscal year

until the employee’s proportionate share of the cost reaches
50% of the amortized pension unfunded liabilities, with each
employee’s share capped at 25% of the employee’s
pensionable pay.

{d) The starting date for an employee’s compensation
adjustment under this Section shall be June 24, 2012,
regardless of whether the VEP has been implemented. If the
VEP has not been implemented for any reason, the
compensation adjustments shall apply to all Current.

Employees.

(¢) Current Employees’ share of the cost to amortize any
unfunded liabilities shall be calculated separately for
employees in the Police and Fire Department Retirement Plan
and employees in the Federated City Employees’ Retlrement

System

(f) The additional retirement contributions shall be treated
in the same manner as any other employee contributions.
Accordingly, the voters intend these additional payments to be
made on a pre-tax basis through payroll deductions pursuant

- to applicable Internal Revenue Code Sections. The additional

contributions shall be subject to withdrawal, return and
redeposit in the same manner as any other employee
contributions.
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Section 7: One Time Voluntary Election Program (“VEP”)

* The City Council shall adopt a Voluntary Election Program
- (“VEP”) for all Current Employees who are members of the

_ existing retirement plans of the City as of the effective date of
this Act. The implementation of the VEP is contingent upon

receipt of IRS approval. The VEP shall permit Current

Employees a one time limited period to enroll in an alternative
retirement program which, as described herein, shall preserve
an employee's earned benefit accrual; the change in benefit
accrual will apply only to the employee’s future City service.

" Employees who opt into the VEP will be required to sign an
irrevocable election waiver {as well as their spouse or
domestic partner, former spouse or former domestic partner, if
legally required) acknowledging that the employee irrevocably
relinquishes his or her existing level of retirement benefits and
has voluntarily chosen reduced benefits, as specified below.

The VEP shall have the following features and limitations:

(a) The plan shall not deprive any Current Employee who
chooses to enroll in the VEP of the accrual rate (e.g. 2.5%)
earned and accrued for service prior to the VEP’s effective
date; thus, the benefit accrual rate earned and accrued by
individual employees for that prior service shall be preserved
for payment at the time of retirement.

(b) Pension benefits under the VEP shall be based on the |
following limitations: :

(i) The accrual rate sha!l be 2.0% of “final
compensation”, hereinafter defined, per year of
‘'service for future years of service only.
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(ii)  The maximum benefit shall remain the same as
‘the maximum benefit for Current Employees.

(iii}  The current age of eligibility for service
retirement under the existing plan as approved
by the City Council as of the effective date of the

Act for aﬂyeamoﬁsemmesha]hncneasgb;Lsm—
months annually on july 1 of each year until the =
retirement age reaches the age of 57 for
employees in the Police and Fire Department
Retirement Plan and the age of 62 for employees
in the Federated City Employees’ Retirement :
~ System. Earlier retirement shall be permitted _ .
with reduced payments that do not exceed the
actuarial value of full retirement. For service
retirement, an employee may not retire any -
earlier than the age of 55 in the Federated City
Employees’ Retirement System and the age of 50
in the Police and Fire Department Retirement

Plan.

(iv)  The eligibility to retire at thirty (30) years of
* service regardless of age shall increase by 6
months annually on July 1 of each year.

(v).  Costofliving adjustments shall be limited to the
increase in the consumer price index, (San Jose -
San Francisco - Oakland U.S. Bureau of Labor
Statistics index, CPI-U, December to December),
capped at 1.5% per fiscal year. The first COLA.
adjustment following the effective date of the Act
will be prorated based on the number of
remaining months in the year after retirement of

the employee.
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(vi) “Final compensation” shall mean the average
annual pensionable pay of the highest three
consecutive years of service.

(vii} Anemployee will be eligible for a full year of

service credit upon reaching 2080 hours of

regular time worked (including paid leave but
net mciudmg overtime).

(c) The costsharing for the VEP for current service or
current service benefits (“Normal Cost”) shall not exceed
the ratio of 3 for employees and 8 for the City, as '
presently set forth in the Charter. Employees who opt
into the VEP will not be responsible for the payment of
any pension unfunded hablhnes of the system or plan.

(d) VEP Survivorship Benefits.

(i} Survivorship benefits for a death before
- retirement shall remain the same as the
survivorship beneﬁts for Current Employees in
each plan

(i)  Survivorship benefits for a spouse or domestic

~ partner and/or child{ren) designated at the time
. of retirement for death after retirement shall be
509 of the pension benefit that the retiree was

" receiving. At the time of retirement, retirees can

at their own cost elect additional survivorship
benefits by taking an actuariaily equivalent
reduced benefit.

"(e) VEP Disability Retirement Benefits.
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)

A service connected disability retirement benefit,
as hereinafter defined, shall be as follows:

The employee or former employee shall receive an
annual benefit based on 50% of the average annual

pensionable pay of the highest three consecutive

(i)

(iti)

- years of service.

A non-service connected disability retirement _ ,‘
benefit shall be as follows: o | |

The employee or former employee shall receive
2.0% times years of City Service (minimum 20% and
maximum of 50%) based on the average annual -
pensionable pay of the highest three consecutive
years of service. Employees shall not be eligible for
a non-service connected disability retirement unless

they have 5 years of service with the City.

Cost of Living Adjustment (“COLA”") provisions will

be the same as for the service retirement benefitin
the VEP.

Section 8: Future Employees ~ Limitation on Retirement

Benefits - Tier 2

To the extent not already enacted, the City shall adopta
retirement program for employees hired on or after the
ordinance enacting Tier 2 is adopted. This retirement

program

- for new emplayees ~ shall be referred to as "Tier 2. |

The Tier 2 prbgram shall be limited as follows:
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(a} The City contributions shall not be less than 6.2% nor
greater than 9% of base salary, excluding premiums or
other additional compensation.  In no évent shall the City
contribution to such plan exceed 50% of the cost of the
Tier 2 plan {both normal cost and unfunded liabilities).
The program may be designed as a “hybrid plan”

—Eensastmgteﬁa cembmatmucfjgmaLSgcumgz,gJ;leﬁned—

benefit plan and/or a defined contribution plan.

(b) For any defined benefit plan, the age of eligibility for
payment of accrued service retirement benefits shall be
65, except for sworn police officers and firefighters,
whose service retirement age shall be 60. Earlier
retirement may be permitted with reduced payments that
do not exceed the actuarial value of full retirement. For
service retirement, an employee may not retire any
earlier than the age of 55 in the Federated City
Employees’ Retirement System and the age of 50 in the
Police and Fire Department Retirement Plan.

(c) For any defined benefit plan, cost of living adjustments
* shall be limited to the increase in the consumer price
"index {San Jose ~ San Francisco - Oakland U.S. Bureau of
Labor Statistics index, CPI-U, December to December),
capped at 1% per fiscal year. The first COLA adjustment
will be prorated based on the number of months retired.

(d) For any defined benefit plan, “final compensation” shall
mean the average annual pay of the highest three
consecutive years of service. Final compensation shall be
base pay only, excluding premium pays or other
additional compensation.

1¢
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(e)

0 .

_ of regular time worked (including paid leave, but not

For any defined benefit plan, benefits shall accrue at a

rate not to exceed 1.5% per year of service.

For ény defined benefit plan, an employee will be eligible
for a full year of service credit upon reaching 2080 hours

(g)'

(h)

A ekl

Employees who leave or have left City service and are
subsequently rehired or - reinstated shall be placed into
the second tier of benefits {Tier 2). Employees who have
at least five (5) years of service credit in the Federated
City Employees’ Retirement System or at least ten (10)
years of service credit in the Police and Fire Department
Retirement Plan on the date of separation and who have
not obtained a return of contributions will have their
benefit accrual rate preserved for the years of service
pridr to their leaving City service,

Any plan adopted by the City Council is sub]ect to
termination or amendment in the Council’s discretion. No

plan shall create a vested right to any benefit.

Section 9: Disabilify Retirements

(a)

To receive any disability retirement benefit under any

'pension plan, City employees must be incapable of engaging in

any gainful employment for the City, but not yet eligible to

retire (in terms of age and years of service). The

determination of qualification for a disability retirement shall

- be made regardiess of whether there are other positians
available at the time a determination is made.

i1
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(b) An employee is considered “disabled” for purposes of
qualifying for a chsabﬂlty retirement, if all of the following is R

met:

(i) -An employee cannot do work that they did
before; and

() It is determined that

1) an employee in the Federated City
Employees’ Retirement System cannot perform
any other jobs described in the City’s
classification plan because of his or her medical

condition(s}); or

2) an employee in the Police and Fire
Department Retirement Plan cannot perform
any other jobs described in the City’s
classification plan in the employee’s
department because of his ar her medlcal
condition(s); and

~ (iif) The employee’s disability has lasted or is expected
to last for at least one year or to result in death.

(c) Determinations of disability shall be made by an
independent panel of medical experts, appointed by the City
Council. The independent panel shall serve to make disability
determinations for both plans. Employees and the City shall
have a right of appeal to an administrative law judge.

(d) The City may provide matching funds to obtain long term
disability insurance for employees who do not qualify fora

12
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disability retirement but incur long term reductions in
compensation as the result of work related injuries.

(e) The City shall not pay workers’ compensation benefits for

disability on top of disability retirement benefits without an

offset to the service connected disability retirement allowance :
teehminate duphcatioﬁgf beneﬁ.t.s ..fe.ls:_:.the..s.a.me...ea.u.s.e of : ..................

_disability, cornsistent with the current provisions in the
- Federated City Employees’ Retirement System.

Section 10: Emergency Measures to Contain Retiree Cost
of Living Adjustments -

If the City Council adopts a resolution declaring a fiscal and
service level emergency, with a finding that it is necessary to
suspend increases in cost of living payments to retirees the
City may adopt the following emergency measures, applicable
to retirees (current and future retirees employed as of the
effective date of this Act): .

(a) Cost of living adjustments ("COLAs") shall be temporarily

suspended for all retirees in whole or in part for up to five

years. The City Council shall restore COLAs prospectively (in

whole or in part), if it determines that the fiscal emergency has

eased sufficiently to permit the City to provide essential .

_ services protecting the health and well-being of City residents
while paying the cost of such COLAs. '

(b} In the event the City Council restores all or part of the
COLA, it shall not exceed 3% for Current Retirees and Current
Employees who did not opt into the VEP and 1.5% for Current
Employees who opted into the VEP and 1% for employees in

Tier 2. '

i3
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Sec_:tion 11:  Supplemental Payments to Retirees

The Supplemental Retiree Benefit Reserve {("SRBR”) shall be

discontinued, and the assets returned to the appropriate

retirement trust fund. Any supplemental payments to retirees
in addition to the benefits authorized herein shall not be

—————funded fromplan-assets:

Section 12: Retiree Healthcare

(2) Minimum Contributions. Existing and new employees
must contribute a minimum of 50% of the cost of retiree
healthcare, including both normal cost and unfunded liabilities.

i (b) Reservation of Rights. No retiree healthcare planor
o benefit shall grant any vested right, as the City retains its |
. power to amend, change or terminate any plan provision.

. (¢) Low CostPlan. For purposes of retiree healthcare
benefits, “low cost plan” shall be defined as the medical plan
: | which has the lowest monthly premium available to any active
! employee in either the Police and Fire Department Retirement .
E , Plan or Federated City Employees’ Retirement System.

Section 13: Actuarial Soundness {for both pensionand
retiree healthcare plans) '

(a) All plans adopted pursuant to the Act shall be subject to
an actuarial analysis publicly disclosed before adoption by the
City Council, and pursuantto an independent valuation using

7 standards set by the Government Accounting Standards Board
! and the Actuarial Standards Board, as may be amended from
time to time. All plans adopted pursuant to the Act shall: (i) be
actuarially sound; (i) minimize any risk to the City and its -

14
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. residents; and (iii} be prudent and reasonable in light of the
economic climate. The employees covered under the plans
must share in the investment, mortality, and other risks and

expenses of the plans.

(b) All of the City’s pension and retiree healthcare plans must

—hﬂactuanallx&ound with unfunded liabilities determined

annually through an independent audit using standards set by
the Government Accounting Standards Board and the Actuarial
Standards Board. No benefit or expense may be paid from the
plans without being actuarially funded and explicitly

“recognized in determining the annual City and employee
contributions into the plans. :

(c) Insetting the actuarial assumptions for the plans, valuing
the liabilities of the plans, and determining the contributions

required to fund the plans, the objectives of the City’s
retirement boards shall be to:

1) achieve and maintain full funding of the plans using at
least a median economic planning scenario. The
likelihood of favorable plan experience should be
greater than the likelihood of unfavorable plan

experience; and

2) ensure fair and equitable treatment for current and
future plan members and taxpayers with respect to the
costs of the plans, and minimize any intergenerational
transfer of costs.

(d) - When investing the assets of the plans, the objective of
the City’s retirement boards shall be to maximize the rate of
return without undue risk of loss while having proper regard

to:

15
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1) the funding objectives and actuarial assumptions of the
plans; and

2) the need to minimize the volatility of the plans’ surplus

or deficit and, by extension, the impact on the volatility
of contributions required to be made by the City or

amnlavenc
Crl PV yLoo.

Section 14: Savings

{a) Inthe event Section 7 or 10 (as that Section applies to
Current Employees), of this Act is determined to be illegal,
invalid or unenforceable as to Current Employees, then the
Current Employees’ share of the costs to amortize any
unfunded liabilities shall be 50% of the plan covering the

respective employees.

{b) In the event Section 6 (b} and (c}, and/or the employee
payment of the unfunded liability referenced in Section 14{a),
is determined to be illegal, invalid or unenforceable as to
Current Employees (using the definition in Section 6(a)), then,
to the maximum extent permitted by law, an equivalent
amount of savings shall be obtained thraugh pay reductions.
Any pay reductions implemented pursuant to this section shall
not exceed 5% of compensation each year, capped at a
maximum of 25% of pay or the equivalent of what would be
509 of the amortized pension unfunded liability.

Section 15: Severabﬂity

(a] This Actshall be 1nterpreted so as to be consistent with

all federal and state laws, rules and regulations. The provisions

. of this Act are severable. If any section, sub-section, sentence
~or clause (“portion”} of this Act is held to be invalid or

16
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unconstitutional by a final judgment of a court, such decision
shall not affect the validity of the remaining portions of this
amendment. The voters hereby declare that this Act, and each
portion, would have been adopted irrespective of whether any
one or more portions of the Act are found invalid. If any

* portion of this Act is held invalid as applied to any person or

T rircumstance, such invalidity shall niot affect any applicatioi of

this Act which can be given effect. In particular, if any portion
of this Act is held invalid as to Current Retirees, this shall not
affect the application to Current Employees. If any portion of
this Act is held invalid as to Current Employees, this shall not
affect the application to New Employees. This Act shall be
broadly construed to achieve its stated purposes. Itisthe
intent of the voters that the provisions of this Act be
interpreted or implemented by the City, courts and othersina
manner that facilitates the purposes set forth herein.

(b) Ifany ordinance adopted pursuant to the Act is held to be
invalid, unconstitutional or otherwise unenforceable by a final
judgment, the matter shall be referred to the City Council for
determination as to whether to amend the ordinance
consistent with the judgment, or whether to determine the
section severable and ineffective.

17
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SAN JOSE | Office of the City Maﬂagér

TAL OF SILICON VALLEY EMPLOYEE RELATIONS

SENT VIA EMAIL

December 9, 2011

Jim Uniend

President -

San Jose Police Officers’ Association
1151 North Fourth Sireet

San Jose, CA 85112

Robert Sapien, Jr.

President ' _

San Jose Fire Fighters, IAFF, Local 230
425 E. Santa Clara Street, Suite 300
San Jose, CA 85113

RE! Retirement Reform and Ballot Measure Mediation

Dear Jim and Robert;

As you know, on Tuesday, December 6, 2011, the City Council approved a ballot measure for
the June 2012, election that would include varicus propased changes to the Charter regarding
retirement benefits. As part of the direction, the City Coungil requested that the Clty's
negotiation team invite all bargaining groups to re-engage in mediation regarding all retirement
issues, including the relatsd ballot measure.

When the City and IAFF, Local 230 and the POA commenced negotiations regarding refirerent,
the parties reached an agresment on a framework to negotiate concurrently on the issues of
ratirement reform and related ballot measure(s). The agreement included the following
provision:

The parfies agree to meet and confer in good faith and agree to complete the negofiation
process by October 31, 2011, if the parties are unable to regch an agreement of}
retirement refanm andfor related balfot measure(s) by October 31, 2011, the parties shail
progeed to Impasse, pursuant to the procedures outiined in the Employer-Employee
Ralations Resolution No. 39367. In the event of impasse, the POA and IAFF, Local 230
will parficipate in the impasse procadures coliectively. if the parties proceed lo binding
interest arbiiration, in acoordance with the applicable provisions under Charter Section
1111, it is understood that the POA and Local 230 will participate In these proceedings
separately. Charter Section 1111 shail not apply to bargaining over ballot measures.

200 Enst Santa Clara Street, San José, CA 95113 fel (408) 535-8150 fax (408) 292-6436 Www,sanjoseca.gov




Reliramat Reform and Ballof Measure Madlation
Decermber 8, 2011
Page 20f2

During the Council meeting, some representatives from your bargaining units expressed an
interest in continuing the discussions on retirement reform and related ballot msasure. The City
would be amenable to continuing the discussions regarding all retirement issues, including the
related ballot measure, in mediation. This process would include using the same framework
that the parfies mutually agreed to use @arlisr, as desaribed above,

As indicated during the Council meeting, the City Council needs to submit the ballot measure to

_the Gounty Registrar of Voters 88 days prior fo the June election, which would be March 8,

2012. Therefore, it is crucial that we move forward as quickly as possible, Please let us know

by Tuesday, December 13, 2011, if you are interested in re-engaging in the mediation yégarding

retirement reform and related ballot measure collectively, using the framework referenced
above. ) :

We look forward to hearing from each of you.

Sincerely,

kg

Deputy City Manager

¢ Gina Donnelly, Deputy Director of Employse Relations
John Tennant, General Counsel, POA
Gregg McLean Adam, Carroll, Burdick & McDonough LLP
Chris Platten, Legal Counse}, San Jose Fire Fighters, IAFF, Local 236 -




EXHIBIT 17



SANJOSE
Firt FIGHTERS & POLICE OFFICERS

EOCAL 2307
L ]
A28 E. Szute Chre 8. 2360 . 1151 Z‘J\. TFaurthy S_n'e:: )
San Jose, CA 95113 San Jose, CA 95112
(488) 286-8718 ) (408) 298-1133
: - {08 298-N5 fax

(408) 2862577 fax ' December 13, 2011

ViA EMAIL AND REGULAR MAIL

Alex Gurza

Deputy City Manager :
Office of the City Manager, City of San Jose
200 E Santa Clara St _

San Jose, CA 95113

Re: Response to the City's Letter of December 9

Dear Alex:

We are In recsipt of the City's letter of December 9. Init, the City
announces It is "amenabile to continuing the discussions regarding all retirement
issues, including the related baliot proposition, in mediation.” The City also
confirms that it has already approved a ballot measure for the June 2012
election.

lilegal City Action

“The City Council's vete to approve a ballot measure was iliegal. The City
did not fulfill its obligation to meet and confer in good faith—a mandatory
prerequisite before it could vote to place the ballot propesal on the June ballot.

The bargaining obligation in California, even involving Seal Beach
negotiations, extends untll the parties either reach agreement or impasse, But
no agreement was reached with respect to the ballot proposition, nor was
impasse declared. Instead, the City simply moved zhead as it had planned, and
voted on December 6. Yet the law is clear that where no agreement or impasse
exists, a public entity has no right to place a measure on the ballot. (See Santa
Cfara County Correctional Peace Officers’ Association v. Sania Clara County
{2010) 34 PERC § 97 ["the County breached its duty to meet and confer in good
faith when it failed to bargain the Prevailing Wage Meastire to agreement or
impasse prior to placing it on the batiot’], Santa Clara County Registered Nurses
Professional Association v. County of Santa Clara (2010) 34 PERC { 108 ['mere
fact that the County thought the inclusion of the measure on the November 2004



Alex Gurza

Re: Response o the City's Letter of December 9
December 13, 2011 :

Page 2 )

baliot was desirable does not constitute a compelling operational necessity
sufficient to set aside its bargaining obligation™.")

The parties were not at impasse. The Unions are aware of no declaration .
of impasse by the City. And any effort to tetroactively declate impasse is
defeated by the reality that further negotiations were required over at least two

(1)  Subsequent to the November 15-16 mediation, the POA and Local
' 230 presented fwo new proposals to the City, dated November 17
and December 2. The first proposal agreed to (a) abandon a
proposed move to CalPERS in favor of seeking equivalent savings

under the City plan, and (b) work towards giving the citizens
ultimate control over pension benefit increases and decreases.
The second proposal set forth a 756% plan. Those proposals have
not been discussed, let alone bargained over. ‘

(2)  The City itself significantly revised ifs ballot proposition on
November 22. {See 11/22/11, 5:28 p.m., email from City Manager
Debra Figone to “All City Employees” [describing revised ballot
proposition as “proposal going to the City Council s far different
than the earlier versions...”}.) And the City issued yet another
revised ballot proposition on December 5. No negotiations took
place over either “far different” revision.

In addition to both sides’ voluntary changes in their bargaining position, on
December 1, the Police and Fire Retirement Board adopted a report by its -
actuary, Cheiron, which establishes that the City's police and fire retirement
contribution for Fiscal Year 2013 ("FY 13"} woutd be $55 million less than had
heen previously projected. Much higher projections for future pension '
contributions were the underpinnings of both the City's Fiscal Reform Plan and
its bargaining position throughout negotiations and mediation. Thus, the parties
would return to the table facing a significantly lower target, and one eminently

more reachable through negotiations.

| Taken individually or in totality, these changes would have broken
impasse ever If the City had declared it. (It did not.)

But putting aside the question of impaseé, we on the side of the Unions:
believe ail of these positive changes present a "shot in the arm” for a bargained
solution o the City's pension cost challenges. For example, the Cily rejected the

' \We note that the City's retained outside counsel firm represerted the County in both
the cited cases. :



Alex Gurza

Re: Response to the City's Letter of December 9
December 13, 2011

Page 3

policeffire CalPERS proposal because it did not want to move to CalPERS.
Additionally, the City felt the proposal did not save enough money, As stated
above, however, the Unions already abandoned a move to CalPERS, and the
Cheiron report establishes that the City does not need to save as much money

as it initially estimated. [t also shows that the Uhions’ actuaries’ savings
estimates, which the City rejected as exaggerated, were aven more conservative -

than Cheiron's projections.

‘ Given all these developments, it was illegal for the City to insist on vetmg
on December 6 for a bailot measure that need not be finalized until March 9.

Resumpt:on of Bargaining

The proper solution is to return to the bargammg table. The revised
ballot proposition, the Unions’ revised proposals, and the recalibrated financial
outlook and projected pension costs present 4 golden opportunity to try to reach
a bilateral agreement. Moreover, we believe that a court or administrative.
agency would be compelied to order the City to resume bargaining based on this
record.

The City's Offer of Mediation is Unconvmcing

In what appears to be a throwaway line at the end of the December 9
letter, the City holds the door open on “mediation regarding retirement reform
and related ballot measure collectively, using the framework referenced above.”
But the City is sending a mixed message; on one hand, this offer to mediate
seems a half-step in the right direction; on the other, the solidifying of specific
hallot measure language three months in advance of the deadline suggests the
City has already set its final course, prompting the question: i the Cily has
already determined the language of the ballof measure, whaf is left to mediate?

In any case, bargaining openly and publicly is a superior method of
addressing these issues—and it is required by state law, as described above.
The City has prided itself on “sunshine”—puosting proposals as they are made
and keeping the citizens informed of the progress of discussions. Yet now, on
perhaps the defining labor relations issue of these times, it seeks to meet "behind
closed doors” in a secretive process.

Moreover, the “framework referenced abo\fe." as cited in the December @
letter, has already failed—twice in fact: ong with retirement negotzat:ons, and
once with the POA's MOA.

A Robust, “Skin in the Game™ Mediation Proposal
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Re: Response to the City's Letter of December 9
December 13, 2011

Page 4

Although further bargaining is fegally mandated, we fear that the City wilt
decfine our request to bargain, and instead-set up a legal fight. Butin an effort to
avoid this undesirable scenario, and assuming mediation is the only forum in
which the City will reengage with our Unions, we offer the following mediation
proposal® -

1, The_parties_wilt_mutually_agree to_use a-high-levelprofessionat—

- medistor, preferably a retired judge. We suggest using a retired
judge who has “go to” talent with respect to mediating "bet the
company” type cases—someone whose professional reputation
depends on his or her abifity to persuade disagreeing parties 1o
settle matters of the magnitude of this pension dispute. Our idea is
akin to the justification used by the Mayor for Measurs V, which
requires a retired judge untess the City and the Unions agree
otherwise. Heavy-hitter mediators can be costly, but such costs
pale in comparison to the astronomical costs to city taxpayers of a
legal dispute. Having to invest——put "skin in the game"—will bs an
enormous impetus on both sides to try to reach a deal,

2. The mediator will be able to retain his or_ber own financial expett.
"~ Some of our dispute has come down to “dueling actuaries.” The
. mediator needs to have the abifity, through the use of a retained,
neutral financial expert, to bring the parties out from behind the
cover of their actuaries.

3. Parameters of mediation. We propose that mediation begin during

 ihe.week of January 9, 2012, that mediation occur weekly; and that
it initially @im to conclude by March 1, 2012. Either party remains .
free to withdraw from mediation at any time. o

4. Either party can ask the mediator to_issue a proposed mediator's '
solution at tha end of the mediation, which shall be advisory only.

2 But we hereby reserve our right to seek judicial and administrative relief to require the
City to resume bargaining and o seek to revoke ihe illegal action taken on December 6.



Alex Gurza

Re: Response to the City's Letter of December 9
December 13, 2011

Page 5

The City’s desire to re-engage in mediafion is not misplaced. But we
believe that the above-tescribed proposal, wherein the parties use a mediator
whose reputation depends upon the parties potentiaily reaching agreement,
provides our best hope for rescolving amicably what has until now been a
protracted dispute. It is in that spirit—a hope towards mutual resolution of the
parties’ differences over retirement issues which meets the needs and interests

of both San Jose's citizens and its public safety employses—that we submit this

proposal.

Very truly yours,
SAN JOSE FIRE FIGHTERS, IAFF.LOCAL
230 oy o

Yisecvy)

Rober&Sap en, It Prasident?”
And _
SAN JOSE POLICE QOFFICERS' -

POl

Jim Unland, Presgident

ce: Jonathan Holtzman, Esq.
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Attachment A

February 21, 2012

PUBLIC EMPLOYEE PENSION PLAN AMENDMENTS - TO
ENSURE FAIR AND SUSTAINABLE RETIREMENT BENEFITS
WHILE PRESERVING ESSENTIAL CITY SERVICES ‘

The Citizens of the City of San Jose do herebyenactthe -

' following amendments to the City Charter whichmaybe | |
referred to as: “The EmployeceFair-Pay-and-Sustainable

Retirement Benefits and Compensation Act.”

Section 1: FINDINGS

The following services are essential to the health, safety,
quality of life and well-being of San Jose residents: police
protection; fire protection; street maintenance; libraries; and
community centers (hereafter “Essential City Services”).

The City’s ability to provide its citizens with Essential City
Services has been and continues to be threatened by budget
cuts caused mainly by the climbing costs of employee benefit
programs, and exacerbated by the economic crisis. The
employer cost of the City’s retirement plans is expected to
continue to increase in the near future. In addition, the City’s
costs for other post employment benefits - primarily health
benefits - are increasing. To adequately fund these costs, the
City would be required to make additional cuts to Essential

City Services.

By any measure, current and projected reductions in service
levels are unacceptable, and will endanger the health, safety
and well-being of the residents of San Jose.
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Without the reasonable cost containment provided in this Act,
the economic viability of the City, and hence, the City’s
employment benefit programs, will be placed at an imminent

risk.

“The City and its residents always intended that post

employment benefits be fair, reasonable and subject to the
City’s ability to pay without jeopardizing City services. At the
same time, the City is and must remain committed to
preserving the health, safety and well-being of its residents.

By this Act, the voters find and declare that post employment
benefits rnust be adjusted in a manner that protects the City’s
viability and public safety, at the same time allowing for the
continuation of fair post-employment benefits for its workers.

The Charter currently provides that the City retains the
authority to amend or otherwise change any of its retirement
plans, subject to other provisions of the Charter.

This Act is intended to strengthen the finances of the City to
ensure the City’s sustained ability to fund a reasonable level of
benefits as contemplated at the time of the voters’ initial
adoption of the City’s retirement programs. It is further
designed to ensure that future retirement benefit increases be

approved by the voters.

Section 2: INTENT

This Act is intended to ensure the City can provide reasonable
and sustainable post employment benefits while at the same
time delivering Essential City Services to the residents of San

Jose.
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The City reaffirms its plenary authority as a charter city to
control and manage all compensation provided to its
employees as a municipal affair under the Cahforma

_ Constltutmn.

The City reaffirms its inherent right to act responsibly to

w%ﬂfamndmﬂh&mgﬁmm_gs__—

This Act is not intended to deprive any current or former

. employees of benefits earned and accrued for prior service as
of the time of the Act’s effective date; rather, the Actis
intended to preserve earned benefits as of the effective date of

the Act.

This Act is not mtended to reduce the pension amounts
received by any retiree or to take away any cost of living
increases paid to retirees as of the effective date of the Act, -

emia}eﬂaem—beﬂeﬁt-'l‘he City expressly retains its authorlty :
existing as of January 1, 2012, to amend, change or terminate

any retirement or other post employment benefit program

provided by the City pursuant to Charter Sections 1500 and
1503, s provided-however-pothinginthe-Act-shall-be

1503. . .
. ; ire the forfei : . o
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| Section 3. MeasureAct Supersedes All Conflicting
l_’rovi‘sions

. The pfavisions of this Act shall prevail over all other conflicting

or inconsistent wage, pension or post employment benefit
I prowsmns in the Charter, as-well-as-all-ordinances, resolutions

Wittt

The City Council shall adopt ordinances as appropriate t0.
implement and effectuate the provisions of this Act. The goal
is that such ordinances shall become effective no later than

| juse September 30, 2012,

Section 4. Reservation of Voter Authority

The voters expressly reserve the right to consider any change
in matters related to pension and other post employment

benefits. Neither Fthe City Council, nor any arbitrator
appointed pursuant to Charter Section 1111, shall have ae

authority to agree to or provide any increase in pension and/or
retiree healthcare benefits without voter approval, except that
the Council shall have the authority to adopt Tier 2 pension
benefit plans within the limits set forth herein.

Section 5. Reservation of Rights to City Council

Subject to the limitations set forth in this Act, the City Council
retains its authority to take all actions necessary to effectuate
| the terms of this measureAct, to make any and all changes to

retirement plans necessary to ensure the preservation of the

tax status of the plans, and at any time, or from time to time, to
amegg or otherwi gg change any retirement plan or plans or

es ish new o ent plan or plans fc r anv officers or:

gmployees {e_ameﬁd—eha{%e-ea:pepea#&mefmemaﬁe%e%h@
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pest—em@lemeﬂ%%eﬁeﬁspwgt:amsub;ect to the terms of this

meas&FeAct
Section 6. Current Employees

{a) “Current Employeeé means employees of the City of San

Jose-as-of the effective date of | thlsActanrf who are not covered
under the Tier 2 Plan (Section 8] '

(b) Unless they voluntarily optinto the Voluntary Election
Program (“VEP,” described herein), Current Employees shall
have their compensation redueedadjusted-by-sharing- through

additional retirement contributions in increments of 4% of

sionable er vear, up to a maximum of 16%. but no

more than 50% of the costs to amortize any pension unfunded
liabilities, except for any pension unfunded liabilities that may

exist due to Tier 2 benefits in the future._These contributions

- shall be in addition to emplovees’ normal pension
contributions ahd contrlbutmﬂs towards retiree healthcare

benefits,

(dc) The starting date for an employee’s compensation
| adjustment under this Section shall be june 2423, 26322013,
regardless of whether the VEP has been implemented. If the

VEP has not been implemented for any reason, the
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. compensatmn adjustments shall apply to all Current

:

Employees.

(ed) The compensation adjustment through additional
employee contributions for Current Employees: sharé-efthe

costto-aportize-any-unfunded-Habilities-shall be calculated

separately for employees in the Police and Fire Department -

~——— Retirement Plan-and-employees in the Federated City

|

Employees’ Retirement System

(fe) The additionalretirement-contributions-compensation
adjustment shall be treated in the same manner as any other
employee contributions. Accordingly, the voters intend these
additional payments to be made on a pre-tax basis through
payroll deductions pursuant to applicable Internal Revenue
Code Sections. The additional contributions shall be subject to
withdrawal, return and redeposit in the same manner as any

other employee ;:ontrlbutlons
Section 7: One Time Voluntary Election Program (“VEP,"]

The City Council shall adopt a Voluntary Electxon Program
(“VEP") for all Current Employees who are members of the
existing retirement plans of the City as of the effective date of -
this Act. The implementation of the VEP is contingent upon
receipt of IRS approval. The VEP shall permit Current =
Employees a one time limited period to enroll in an alternative
retirement program which, as described herein, shall preserve
an employee’s earned benefit accrual; the change in benefit
accrual will apply only to the employee's future City service,

- Employees who opt into the VEP will be required to sign an

irrevocable election waiver (as well as their spause or
domestic partner, former spouse or former domestic partner, if
legally required) acknowledging that the employee frrevocably
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relinquishes his or her existing level of retirement benefits and
has voluntarily chosen reduced benefits, as specified below,

The VEP shall have the following features and limitations:

(a) The plan shall not deprive any Current Employee who

eamed and accrued for service prior to the VEP's effectwe
date; thus, the benefit accrual rate earned and accrued by
individual employees for that prior service shall be preserved
for payment at the time of retirement.

(b) Pension benefits under the VEP shall be based on the
following limitations;

(i) The accrual rate shall be 2.0% of “final
compensation”, hereinafter defined, per year of
- service for future years of service only.

(ii) The maximum benefit shall remain the same as
the maximum benefit for Current Employees.

{iii). - The current age of eligibility for service
retirement under the existing plan as approved
by the City Council as of the effective date of the
Act for all years of service shall increase by six
months annually on July 1 of each year until the
retirement age reaches the age of 57 for
employees in the Police and Fire Department

- Retirement Plan and the age of 62 for employees
in the Federated City Employees’ Retirement
System. Earlier retirement shall be permitted
with reduced payments that do not exceed the
actuarial value of full retirement. For service
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retirement, an employee may not retire any
earlier than the age of 55 in the Federated City
Employees’ Retirement System and the age of 50
in the Police and Fire Department Retlrement

" Plan.

Wmmmw———fwj—?h&ehgibﬂ}tytwetweatmm@@%d————————

()

service regardless of age shall increase by 6

months annually on July 1 of each year startmg
fuly 1, 201 7enfuly-1ofcachyear.

(v)  Costofliving adjustments shall be limited to the

increase in the consumer price index, (San Jose -
San Francisco — Oakland U.S. Bureau of Labor
Statistics index, CPI-U, December to December),
capped at 1.5% per fiscal year. The first COLA

_adjustment following the effective date of the Act
will be prorated based on the number of
remaining months in the year after retxrement of
the empioyee

(vi} "Fmal compensation” shall mean the average
‘annual pensionable pay of the highest three
consecutive years of service.

(vii) = Anemployee will be e}igible for a full year of
service credit upon reaching 2080 hours of
regular time worked (including paid leave, but
not mcludmg overtime). S

The cost sharing for the VEP for current serviceor
current service benefits (“Normal Cost") shall not exceed
the ratio of 3 for employees-and 8 for the City, as |
presently set forth in the Charter. Employees who opt -
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into the VEP will not be responsible for the payment of
any pension unfunded liabilities of the system or plan.

{d) VEP Survivorship Benefits.

(i) * Survivorship benefits for a death before
“eﬁremeﬁbshaﬂfemafrrthe»sameaﬁhe———

survivorship benefits for Current Employees in
each plan.

(ii) Survivorship benefits for a spouse or domestic
partner and/or child(ren} designated at the time
of retirement for death after retirement shall be

.- 50% of the pension benefit that the retiree was
. receiving. At the time of retirement, retirees can
at their own cost elect additional survivorship
benefits by taking an actuarially equivalent
reduced benefit. |

(e) VEP Disability Retirement Benefits.

{i) Aservice connected disability retirement benefit,
as hereinafter defined, shall be as follows: '

The employee or former employee shall receive an
annual benefit based on 50% of the average annual
‘pensionable pay of the hlghest three consecutive

years of service.

(i) A non—servic_e connected disability retirement
~ benefit shall be as follows:

The employee or former employee shall receive
2.0% times years of City Service {minimum 20% and
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maximurn of 50%]) based on the average annual
pensionable pay of the highest three consecutive
'years of service. Employees shall not be eligible for
a non-service connected disability retirement unless -
they have 5 years of service with the City.

{i)—C sLeﬁngAdwstmem@COLAgyremnsmqu_—
~ be the same as for the service retlrement benefiti in
the VEP.

Section 8: Future Employees ~ Limitation on Retirement
Benefits - Tier 2 -

" To the extent not already enacted, the City shall adopta
retirement program for employees hired on or after the
ordinance enacting Tier 2 is adopted. This retirement
program - for new employees - shall be referred to as “Tier 2.”

The Tier 2 program shall be limited as follows: .
() The-Gity-contributions shall not beless than-6-206 nox
1 ditional o  shall the-Ci
Tt such-pl 1 509 oft) f the Tier 2
plan-{(both-normal costand-unfunded liabiliies}—The program

may be designed as a "hybrid plan” consisting of a combination
of Social Security, a defined benefit plan and/or a defined

contribution plan. If the City provides a defined benefit plan,

the City’s cost of such plan shall not exceed 50% of the total

cost e Tier 2 defined benefit plan normal cost
unfunded liabilities). The City mayv contribute to a defined
contributi ti ent plan only when and to t

extent the total City contribution does not exceed 9%. If the

Ci are of a Tier 2 defined benefit plan is less than 9%, the

16 .



February 21, 2012

Ci

mav. but shal e required to, contribute the differenc

to a defined contribufion plan,

(b)

-~

For any defined benefit plan, the age of eligibility for
payment of accrued servxce retlrement benefits shall be

65;-exce

(]

(@

(e)

(f)

whose service retirement age shail be 60. Earlier
retirement may be permitted with reduced payments that

- do not exceed the actuarial value of full retirement. For

service retirement, an employee may not retire any
earlier than the age of 55 in the Federated City
Employees’ Retirement System and the age of 50 in the
Police and Fire Department Retirement Plan.

For any defined benefit plan, cost of living adjustments
shall be limited to the increase in the consumer price

" index (San Jose - San Francisco - Oakland U.S. Bureau of

Labor Statistics index, CPI-U, December to December],
capped at 1.5% per fiscal year. The first COLA adjustment
wle be prerated based on the number of months retired.

For any deﬁned benefit plan, “final compensation” shall =
mean the average annual earned pay of the highest three
consecutive years of service. Final compensation shali be
base pay only, excluding premium pays or other
additional compensation.

For any defined benefit plan, benefits shall accrue ata
rate not to exceed 4:529% per year of service, not to

exceed 65% of final compensation.

For any defined benefit plan, an employee will be eligible -
for a full year of service credit upon reaching 2080 hours

i1
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of regular time worked (including paid leave, but not
including overtime).

(g) Employees who leave or have left City service and are
 subsequently rehired or reinstated shall be placed into
the second tier of benefits {Tier 2). Employees who have

—M@%Lﬁvaﬁgy&mﬁmcmdlunmeﬂdﬁamd

City Employees’ Retirement System or at least ten (10)

- years of service creditin the Police and Fire Department
Retirement Plan on the date of separation and who have
not obtained a return of contributions will have their

~ benefit accrual rate preserved for the years of semce
prior to their leaving City service. :

(h} Any plan adopted by the Clty Councﬂ is subject to
_ termination or amendment in the Council’s discretion. No
f plan subject to this section shall create a vested right to
any benefit. |

Section 9: Disability Retirements

(a) To receive any disability retirement-benefit under any

' pension plan, City employees must be incapable of engaging in
any gainful employment for the City, but not yet eligible to
retire (in terms of age and years of service}. The

" determination of qualification for a disability retirement shall
be made regardless of whether there are other positions
available at the time a determination is made.

(b} Anemplayeeis consxdered “disabled” for purposes of
qualifying for a dlsablhty retirement, if all of the following is

et

12
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(i) Anemployee cannot do work that they did
before; and

(ii) Itisdetermined that

1) an employee in the Federated City

E
any other jobs described in the City’s
classification plan because of his or her medical

condition(s); or

2) an employee in the Police and Fire
Department Retirement Plan cannot perform
any other jobs described in the City’s
classification plan in the employee’s
department because of his or her medical
condition(s); and |

(iii) The employee’s disability has lasted or is expected
to last for at least one year or to result in death,

(¢} Determinations of disability shall be made by an
independent panel of medical experts, appointed by the City
Council. The independent panel shall serve to make disability
determinations for both plans. Employees and the City shall
have a right of appeal to an administrative law judge.

(d) The City may provide matching funds to obtain long term
disability insurance for employees who do not qualify for a
disability retirement but incur long term reductions in
compensation as the result of work related injuries.

(¢) The City shall not pay workers’ compensation benefits for
disability on top of disability retirement benefits without an

13
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offset to the service connected disability retirement allowance
to eliminate duplication of benefits for the same cause of
disability, consistent with the current provisions in the
Federated City Employees’ Retirement System.

Section 10: Emergency Measures to Contain Retiree Cost

——of Living Adjustments

if the City Council adopts a resolution declaring a fiscal and
service level emergency, with a finding that it is necessary to
suspend increases in cost of living payments to retirees the
City may adopt the following emergency measures, applicable
to retirees (current and future retirees employed as of the
effective date of this Act):

(8) Costof living adjustments (“COLAs”) shall be temporarily
“ suspended for all retirees in whole or in part for up to five
years. The City Council shall restore COLAs prospectively (in
“whole or in part), if it determines that the fiscal emergency has

eased sufficiently to permit the City to provide essential
services protecting the health and well-being of City residents
while paying the cost of such COLAs. -

(b) In the event the City Council restores all or part of the - .
COLA, it shall not exceed 3% for Current Retirees and Current
Employees who did not opt into the VEP and 1.5% for Current
Employees who opted into the VEP and 1.5% for employees in

Tier 2. '
Section11:  Supplemental Payments to Retirees
The Suppieméntai Retiree Benefit Reserve (“SRBR”) shall be

discontinued, and the assets returned to the appropriate
retirement trust fund. Any supplemental payments to retirees

14
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in addition to the benefits authorized herein shall notbe
funded from plan assets.

- Section 12: Retiree Healthcare

(a) Minimum Contributions. Existing and new employees
must contribute a minimum of 50% of the cost of retiree

healthcare, including both normal cost and unfunded Liabilities.

(b} Reservation of Rights. No retiree healthcare plan or
benefit shall grant any vested right, as the City retains its
power to amend, change or terminate any plan provision,

{c) Low CostPlan. For purposes of retiree healthcare
benefits, “low cost plan” shall be defined as the medical plan
which has the lowest monthly premium available to any active
employee in either the Police and Fire Department Retirement
Plan or Federated City Employees’ Retirement System,

Section 13: Actuarial Soundness (for both pension and
retiree healthcare plans}

(a) All plans adopted pursuant to the Act shall be subject to

an actuarial analysis publicly disclosed before adoption by the
.City Council, and pursuant to an independent valuation using
standards set by the Government Accounting Standards Board
and the Actuarial Standards Board, as may be amended from
time to time. All plans adopted pursuant tothe Act shall: (i} be
actuarially sound; (i) minimize any risk to the City and its
residents; and (iii} be prudent and reasonable in light of the
economic climate, The employees covered under the plans

15
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must share in the investment, mortality, and other risks and
expenses of the plans.

(b) All of the City’s pension and retiree healthcare plans must
be actuarially sound, with unfunded Habilities determined
annually through an independent audit using standards set by
the Government Accounting Standards Board and the Actuarial

——StmﬂardfﬁmdﬂnﬁawﬁmW
o plans without being actuarially funded and explicitly
‘recognized in determining the annual City and employee '

‘contributions into the plans..

(c)} Insetting t'he actuarial assumptions for the plans, valuing
the liabilities of the plans, and determining the contributions
required to fund the plans, the objectives of the City’s
retirement boards shall be to:

1) achieve and maintain full funding of the plans usingat
least a median economic planning scenario. The
likelihood of favorable plan experience should be
greater than the likelihood of unfavorable plan

experience; and

2) ensure fair and equitable treatment for current and

future plan members and taxpayers with respect to the
costs of the plans, and mmlmize any mtergeneratmnal

transfer of costs

(d) When investing the assets of the plans, the objective of
the City's retirement boards shall be to maximize the rate of
return without undue risk of loss while having proper regard

to:
1) the funding objectives and actuarial assumptions of the
plans; and

16
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2) the need to minimize the volatility of the plans’ surplus
or deficit and, by extension, the impact on the volatility
of contributions required to be made by the City or
employees. '

Section 14: Savings

{b}—-[n the event Section 6 {b]—aﬂd—fe}—aﬂd%eﬁhe—em-pieyee

is determined to be 111ega} invalid or unenforceable as to
Current Employees {using the definition in Section 6(a)), then,
to the maximum extent permitted by law, an equivalent
amount of savings shall be obtained through pay reductions.
Any pay reductions implemented pursuant to this section shall
not exceed 54% of compensation each year, capped at a
maximum of 2516% of pay-er-the-eguivalentef whatweuld-be

Section 15: Severability

(a} This Actshall be interpreted so as to be consistent withi
all federal and state laws, rules and regulations. The provisions
of this Act are severable. If any section, sub-section, sentence
or clause (“portion”) of this Act is held to be invalid or
unconstitutional by a final judgment of a court, such decision
shall not affect the validity of the remaining portions of this

17
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amendment. The voters hereby declare that this Act, and each
portion, would have been adopted irrespective of whether any
one or more portions of the Act are found invalid. If any
portion of this Act is held invalid as applied to any person or
circumstance, such invalidity shall not affect any application of
this Act which can be given effect. In particular, if any portion
of this Act is held invalid as to Current Retirees, this shall not

affect the application to Current Employees. If any portion of
this Act is held invalid as to Current Employees, this shall not
affect the application to New Employees. This Act shall be
broadly construed to achieve its stated purposes. Itis the
intent of the voters that the provisions of this Actbe
interpreted or implemented by the City, courts and othersina
manner that facilitates the purposes set forth herein. '

(b) Ifany ordinance adopted pursuant to the Act is held to be
invalid, unconstitutional or otherwise unenforceable by a final
_judgment, the matter shall be referred to the City Council for
determination as to whether to amend the ordinance '
consistent with the judgment, or whether to determine the
section severable and ineffective.

18
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- . o  COUNCIL AGENDA: 03.06-52
CITY OF m - _ . - : rr .
ANJOSE .~ Memorandum

CAPITAL OF SILICON VALLEY

“I'0: HONORABLEMAYOR AND FROM: Debra Figone
CITY COUNCIL

MEASURE

1. Discussion and cofisideration ofrepeal of Resolution No. 76087 and consideration of a
revised Retirement Reform ballot measure for a June 5, 2012 clection;

2 I Council wishes to proceed, repeal Resolution No. 76087 and aﬂept a resolution of the
Council: : :

a) calling for & speeial municipal election to be held on June 5, 2012, and, on its own
‘motion, giving notice of the submission to the electots of the City of San Jose, of the
following measure at that election: '

PENSION REFORM _ ,
{ To piotect essential services: neighborhood police patrols, fire stations, libraries,
community ceniers, streets and parks, shall the Charter be amended to reform retirement
benefits of City smployees and retirces by: increasing employees® confributions;
| establishing a voluntary reduced pension plan for current employees and pension costand |
benefit limitations for new employees; reforming disability retirements to prevent abuses;
temporarily suspending retiree COLAs duting emergency; and sequiring voter approval
for incteases in future pension benefits? '

b) directing the City Clerk to take all other actions previously approved on December 6,
2011, necessaty to facilitate the Specisl Municipal Election. . '

BACKGROUND

The Mayor's Match 2011 Budget Message, that was approved by the City Coungil, directed the
City Manager to develop a Fiscal Reform Plan to save $216 million in General Fund Savings by
Fiscal Year 2015-2016, and to reduce retirement costs to the Fiscal Year 20102011 level, The

Fiscal Reform Plan is available here:
- hitp:/fwww.sanjoseca.gov/budget/FY 1112/05MBA/MBAD] -FiscalReformPlan. PDF.

1
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At the May 24, 2011, City Council mesting, the City Manager’s Fiscal Reform Plan was
agendized for discussion as item 3.4, For this agends itetn, in 4 memorandam dated May 13,
2011, Mayor Reed, Vice Mayor Nguyen and Councilmembers Herrera and Liccardo,
tecommended an amendment to the City Cherter in order to limit retirement benefits and to
require voter approval of increases in retirement benefits. This was approved by the City
Council, which directed staff to refurn with a proposed ballot measute. -

To allow titne to meet and.confer with the City’s bargaining units, this item was deferred and,

per & memo submitted by the Mayor on November 18, 2011, consideration of the proposed batlot
measure was agendized for City Council consideration at the Council meeting on December 6,
201]. On December 6, 2011, the City Council adopted Resolution 76(87 and approved & ballot
measure (Aftachment B) for the June 2012, election, but directed staff not to submif the baltot
measure language to the Regis_trar of Voters to allow time for the City Administation to ask the
bargammg units to re-engage in mediation on all retirement issues, including the related ballot
measure, in an atiempt to reach an agreerent on the ballot measure Ianguage ﬁlat would be

‘submitted to the Registrar bf Voters.
Timeling

‘When the direction for a ballot measure was first approved in M&y 2011, it was intended for
consideration for the November 2011 election. However, to give additional time for negotiations
with the City’s bargaining units, it was postponed until the March 2012 élection. On December

16,2011, the City Council yoted again to delay the ballot measure to the June 2012 election.

The Cxty Conneil must approve putting a ballot measure before the voters 88 days in advance of
the election. March 9, 2012, is 88 days prior to the June 2012 election. Although the City
Council approved ballot measure language on December 6, 2011, the language was not
submitted to the Registrar of Voters to allow additional time for mediation. The final ballot
measute language must be submitied to the Registrar of Voters by March 9, 2012,

If the revised ballot measure is not approved by the City Council, absent other action by the City
Council, the City Clerk has been directed to submit to the Registrar of Voters the batlot measure .

approved by the City Council on Deceraber 6, 2011,

ANALYSIS

Meet -and Confer with the Cim's Bargaining Um't

As was explamed in & memo (Attachment C) dated November 22, 2011, for the December 6,
2011 meeting, the meet and confer process over ballot measure is somewhat different than the
traditional meet and-confer process and is referred to as “Scal Beach Bargaining.” “Seal Beach
‘Bargaining” is a labor term that comes from a court case involving the City of Seal Beach,
California, and the Seal Beach Police Officers’ Association. It refers to bargaining or
negotiating over a proposed ballot measute prior to it being placed on a ballot for consideration
by voters during an election. This is only done when a proposed ballot measure affects matters

within the scope of representation.
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Because the proposed ballot measure affects retirement benefits, the City engaged in “Seal Beach
Bargaining® with all 11 of jts bargaining mits, although the level of participation varied by each
bargaining unit. In all cases, the City provided advance notice to every bargaining unit and an
opportunity to bargain, -

_ Although significant changes were made to the ballot measure based on comments the City
received from the bargaining units, no agreement was reached with any bargaining unit during °

T negotiations. Because of this, impasse proc ; loyer-Employee
Relations Resolution 39367, mediation is triggered by a declaration of impasse. The City offered

mediation to all bargaining units, even those who had declined or. failed to participate in
bargaining regarding the baliot measure, _ : _

Prior to Decermber 8, 2011, the City and 11 bargaining units engaged in mediation, but those
efforts did not result in an agreement. Although the City Council approved moving forward with
the ballot measure dated December 5, 2011, for a June 2012 clection, they asked that the City
negotiators ask the bargaining units fo re-cngage in mediation in an attempt to reach an

agreement;

On December 7, 2011, the City Adminisiration contacted all 11 bargaining units to gauge their
interest in re~snigaging in mediation in a coalition sciting. Although the City asked that the 9
bargaining ueits that represented employees in the Federated City Employees’ Retirement
System moet in a coalition setting, they were not interested in doing so.

The following chart represents the coalitions that were formed for mediation and the numerons
mediation sessions and meetings that ensued since December 6, 2011. :

Fy
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e T ollen i Wi iepaiient
e Yﬂfem AT N ':,Ijl;étiréﬁiéﬁt_ System . -’
Assaciation of Building, !%IPTELocalzl : San Jose Fire Fighters, IAFF
- {Mechanical and Electrical [Association of Engineers and  {Local 230
HIuspectors : jArchitects ' ' :
. San Jose Police Officers’
Association of Legal ~ [City Association of Association
Professionaly Management Personnel
Confidential Employees’ * lAssociation of Maintenance
rganization, AFSCME Supervisery Personuel
unicipal Emplbyees"
ederation, AFSCME
perating Engineers, Local #3 _
Wednesday, December 218t [Friday, January 6th " {Thursdey, December 22nd
Wednesday, January. 4th Monday, January 9th Monday, January 9th
Friday, January 6th |Thursday, January 19th Thursday, Japuary 12th
Friday, January 13th . {Tuesday, Januvary 24th Tuesday, January 17th
Monday, January 30th Thursday, January 26th [Wednesday, Jarmary 18th
Nonday, February 15th Wednesday, February 8th Monday, February 6th
o o {Thursday, Februaty 9th Friday, February 10th

The mediation process itself is confidential, If an agresment is not reached in mediation, the
City may maintain its position prior to mediation, which was the approved December 5, 2011,
ballot measure, or it may make addifional movement consistent with its positions in mediation.
Tn other words, even without an agreement, the mediation process may result in additionat

chemges to the ballot measure.

Despite a total of approxirr_xafely 20 meetings, an agreement was not reached with any of the

bargaining units.

Ballot Measure

Duting the last 7 months, the City made numerous and significant changes fo the ballot measure
and provided the following revised drafis to the bargaining units: '

September 9, 2011
Ociober 5, 2011
October 20, 2011
Qctober 27,2011
December 5, 201 If

a - - » - L]

Tuly 5, 2011 (Origina! Draf: Proposed Ballot Measure)
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Although mediation did not yield an agreement with any of the bargaining units, T am
recommending additional changes to the ballot measure from the December 5, 2011, version
which was approved by the City Council on December 6, 2011, The attached {Attachment A)
reflects all of the recommended changes to-the previous version of the ballot measure. These
changes ate a combination of clarifying language and substantive changes after mediation
discussions. Jt is important to note that throngh the negotiation process, 10 of the City’s 11
bargaining units at one time duringthe process proposed an opt-m program, which is also

reforved to as a veluntary slection prograrn,

The foIHOWing highlights some of the recommended changes to the ballot measure since the

" December 5, 2011, version that was approved by the City Cotneil, Itis important to read the

attached revised ballot measure which cleatly identifies all of the proposed changes.

L

Vestmg Language (Secﬁans 2and 3}

The revised ballot measute includes clarifications to the language regarding the City’s abﬂuy to
modify benefits in the future in Sections 2 and Section 5 to be consistent witl the provisions in

the City Chartsr

Current Employees (Section 6)

The revised ballot measure inciudes t'he feIIowmg chinges to the compensation adjustment

* through additional retirement contributions for those employees who elect to stay in.the current

level of benefits (Tier 1}
' ambensation Adjustment - [5%of pensionabie pay . % of pensionable pay
ncrements per Fiscal Year '
“ompensation Adjustment  25%, but no more than 50% of [16%, but ne more than 50% of
axiniwm ’ the unfunded liability ~  fthe unfunded lisbility
Compensation Adjustment Tune 24, 2012 hume 23, 2013
Start Date ) .

The compensation adjustments through additional retirement contributions will be in increments

" of 4%, with a maximum of 16% of pensionable pay. The unfunded Liability serves as a

Hmitation on the compensation adjustment employees would receive 'through additional
retirement contributions. The adjustments afe not required fo be exactly in increments 0f 4%
because they are dependent on the limitation of 50% of the pension unfunded Hability.

Below is an example using the pension unfunded libility contribution rate for Fiscal Yeéx 2012-

2013 for an employee in the Federated City Employees’ Retirement System. It should be noted
that this is only an example and the infunded liability confribution rate is adjusted every year
based on an actuarial valuation completed by the Board’s acfuary. The pension vrfunded
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liability contribution rate for Fiscal Year 2012-2013 (which i is currently 100% City paid) will be
26,37%. 50% of this coniribution rate is 13,185%.

The revised ballot measure reduces the cap on &16 compensation adjustment through additional
retirement contributions to 16% of pensionable pay, but no more than 50% of the unfunded
liabilify to be adjnsted in 4% increments rather than 5%. The chart below provides an example of
the compensatxon adjustment for future years if the pension unfunded liability contribution rate

rsmdmuu at%ﬁﬂ?%farmrsmployce whoelects-to-stay-in-the-current-Jevel-of retivement
benefits.! . '

{“'m Ve [oxampleComponsaiin - [Example Ttal Competstion',
o e . Adjusfment Inerement ' - |Adjustmiént

Fiscal Year 2013-2014 % L 494

Fiscal Year 2014-2015 4% T W

Fisoal Year 2015-2016 - #% ', 12%

Fiscal Year 20062017 [L185% O 3ass%

In any year where the pension unfunded liability contnbuuon rate decreases, the decrease could
occur in more or less than 4% increments. For example, affer the phase in example above, if the
pension unfunded ligbility confribution rate decreased to 15% (50% of that is 7.5%), an

employee’s compensation adjustment through additional retirement contributions would decrease

10 7.5% for that year.

¥f the Voluntary Election Program is not implemented for any reason, the compensatmn
adjustment will apply fo all employees. When the Voluntary Election Program is implemented,
" the only employees who will not have the compensation adjustment are those that opt into the
“Volontary Election Program defined in the ballot measure. _ _

Voluntary Election Program (Section 7)

In the cumrent level of benefits (Tier 1), an employee can retire at any age after reaching 30 years
of service. If an employee elects fo opt into the Voluntary Election Program (VEP), in the
December 5, 2011 ballot measure, the eligibility to retire at thirty (30) years of service regardless

_of age would increase by 6 months annually on July 1 of each year. This phase in would start the .
first July 1 after the Voluntary Election Program was implemented. In the revised ballot ‘
messure, this phase in would not start until July 1, 2017,

i These numbers are only an exampie the actual unfunded Hability for each Fiscal Year will be determined by the
Boards” actnary,
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Future Employees- Limitation on Retirement Benefits- Tier 2 (Section8)

The batlot measure itself does ot define what the retirement henefit will be for new employees,
rather, it sets parameters around the Tier 2 benefit, The revised ballot measure increases those -

parameters as follows: :

Recommndea Revison
Cost of Living Increase 1% maximum based onthe  {1.5% maxizum based on CPI
FMaximum Consumer Price Index (CPI) -
enefit Accrual Rate 1.5% per year of service 2% per year of service witha _
aximum o 65% maximum | : |

Inaddition, the December 5, 2011, ballot measure states that all costs for the Tier 2 plan be . ‘
shared 50/50 between the City and employees, but that the Clty contributions would not be less .

‘than 6.2% nor greater than 9% of base salary.

In the revised, ballot measure, the City’s cap on costs of 9% would be removed for 4 defined
benefit plan and regardless of the costs of the defined benefit plan, they would be shared 50/50
between employees and the City. Below is a comparison of this cost sharing arrangement!

Defined Benofit Planwitha - [City Cost: 9% ity Cost: 10%
Total Cost of 20% of payroll ~ Employee Cost:11% Employes Cost: 10%

However, the revised ballot measure adds that the City may contribute to a defined contribution
ot other retiement plan only when and to the exfent the total City contribution does not exceed
9% and that if the City’s share of a Tier 2 defined benefit plan is less than 9%, the City may, but
shall not be required 1o, contribute the difference to a defined contribution plan. For example, if
the City’s share of the costs for a defined benefit plan is 10%, no contributions would be allowed
into & defined contribution plan, If the City’s share of the costs for a defined benefit plan s 8%,
the City could, but is not required to, contribute up to 1% (for a total of 9%) towards a defined

contribution plan for the employee. .

Tt is important to note that because the batlot measure only sets paraméters for a second tier, the
actual design of the second tier is subject to the negotiations process with the bargaining units,
“The City and the bargaining units have also reached impasse on this topic and engaged in

mediation, which did not result in an agreement. :
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Savings (Section 14)

This section was modified to limit the application of the section to the situation in which it is
determined that the City is not able to adjust compensation through additional retirement
contributions, then the City wou[d to the extent permitted by law, adjust compensauon through

pay reductions.

The ballot measure will 2lso include section numbering to be consistent with the City Charter.

CONCLUSION

s movement is the result o many ours of negotiations and mediation with ﬂ‘lé‘Czty' 5
bargaining units and consideration of the many dimensions of the difficult issue of Retxrement

Reform,

The proposed revised ballot measure is & critical step towards reducing retirement costs “ina
mannet that protects the City’s viability and public safety” and “at the same time allowing for the
continuation of fair post-employment benefits for its workers,” as stated in the axtax:hed

Retirement Reform Ballot Measurs,

COORDINATION
This memo has béen coordinated with the City Attorney's Office,

City Manager

Attachments;

A: Febroary 21, 2012, Revised Batlof Measure
B: December 5, 2011, Ballot Measure Approved by the City Council on December 6, 2011

C: November 22, 2011, Council Memorandum (without sttachments)
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February B8, 2012

Vi4 ELECTRONIC MAIL

M. Russell Crosby ‘

Director of Retirement Services

Federated City Employees’ Retirement System
1737 North 1% Street, Suite 580

San Jose, California 95112

Re:  5-Year Budget Projections for Federated

Dear Russell:

As requested for purposes of City budget projections, we have estimated the foture
contributions expected fo be required of the City of San Jose to the City of San Jose
Federated Employces’ Retirement System (Federated Pension) and the Fedorated Retirce
‘Health Care Plan (Federated OPEB) for the next five years. The table below summarizes out
estimated contributions zssuming City contributions are made fhronghout the fiscal year.

City of San Jose Federated Employees’ Retirement System
(Dollar amounts in millions) .

Pension OPEB Total
FYE Payroll  Amount Rate Amount Rate Amount Rate
2013 . 240.2 106.7 44.4% 18.9 7.9% 1256 52.3%
2014 2480 116.4 46.9% 41.8 16.8% 1582 63.7%
2015 2561 122.8 48.0% 44,6 17.4% 167.4 65.4%
2016 2644 1225 463% 46.3 17.5% 168.8 63.8%
2017 273.0 123.8 45.4% 478 17.5% 171.6 62.9%

Please note that these projections are based on the June 30, 2011 Actuarial Valuations
for the Plans, and assume that all assumptions were exactly met since June 30, 2011 and
are exactly met each and every year into the foture. In reality, experience will deviate

from the assumptions with the expectation that overall favorable deviations will be
offset by unfavorable deviations over time., Finally, we have not adjusted the
projections for any evends, fransactions or experience, and including investment
returns, after June 30, 2011, Please refer ta the valuation reports for a description of the
plan provisions, a summary of the data, and a summary of the methods and assumptions used
in each of the valuations. :

Also as requested, we have attached ZO—yegr projections of City pension contributions,
We hereby certify that, to the best of our knowledge, this letter and its contents, which are

work products of Cheiron, Inc., are complete and accurate and have been prepared in
accordance with generally recognized and accepted actuarial principles and practices which
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Mr. Russell Crosby
February 8, 2012
Page 2

are consistent with the Code of Professional Conduct and applicable Actuarial Standards of
Practice set out by the Actuarial Standards Board. Furthermore, as credertialed actuaries, we
meet the Quahﬁcatmn Standards of the American Academy of Actuaries to render the
opinion contained in this letter. This letter does not address any contractuatl or legal issues.
‘We are not attormeys and our firm does not provide any legal services or advice.

These projections were prepared exclusively for the City of San Jose f"qr the putpose of
budget projections. These projections are not intended to benefit any third party, Ifyou have

any questions about this analysis, picase let us know.

Sincerely,-
Cheiron

| A <, -
Geho) Iwarsla FSA, EA, MAAA Marga.ret Tenpkin FSA, EA, MAAA

Prmczpal Consulting Actuary ~ Principal Consulting Actuary

Attachment
cc: Rill Hallrnark

Carmen Racy-Choy
Anne Harper
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CITY OF SAN JOSE FEDERATED EMPLOYEES’ RETIREMENT SYSTEM
20-YEAR PROJECTED PENSION CONTRIBUTIONS

: City of San Jose
Federated Employees Retirement System
20-Year Projections of City Pension Contributions

Projected City
- Contribution — Projected City |
Fiscal Year - Amount (Middle of Contribution Rate
Ending Year) (% of Payroll)
2012 $ 90,275,000 28.3%
2013 $ 106,744,000 ‘ 44.5%
2014 $ 116,387,000 -  46.9%
2015 $ 122,835,000 T 48.0%
2016 $ 122,450,000 46.3%
2017 $ 123,833,000 45.4%
2018 $ 128,048,000 45.4%
2019 $ 132,385,000 45.5%
2020 $ 136,861,000 45.6%
221 $ 141,478,000 45.6%
2022 $ 146,238,000 45.7%
2023 3 151,143,000 - 45.7%
2024 $ 156,197,000 45.7%
2025 $ 161,413,000 45,8%
2026 $ 166,799,000 - 45.8%
2027 $ 172,365,000 45.9%
2028 $ 178,118,000 - 45.9%
2029 $ 184,067,000 45.9%
2030 $ 190,218,000 46.0%
2031 $ 196,580,000 46.0%
2032 $ 204,432,000 46.4%

Based on 6/30/1 1 actuarial valuation

{FERON
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Ciassic Values, Innovative Advice

Februgry 21,2012
V14 ELECTRONIC MAIL

Mr, Russell Crosby, Director of Retiternent Services.
City of San Joss A
o .

1737 North 1* Street, Suite 580
San Jose, Celifornia 95112

Re:  SVeur Badget Projections for Police & Fire

Dewr Russell;

As requested, based on our recently completed June 30, 2011 valuations, we haye estimated
the future contributions expected to be required of the City of San Jose to the City of San
Jose Police & Fire Depatment Retivement Plan (Pension Plan) and the Police & Fire
Depariment Retirec Medicz] and Dental Insurance Plan (OPEB Plan) for the next five years.
The table below summarizes our estimated contributions assuming City contributions ave
made throughout the fiscat year and that alf assumptions in the valuations are exactly realized
erch year, since June 30, 2011 Please refer to those reports for a deseripfion of the plan -
provisions, a summary of the data, and & sammary of the methods and assumptions used in
each of the valuations, ' :

City of San Jose Police & Fire Department Plans

Projected City Contributions®
{Dollar amounts In milllons)
Pension OPEB Total
FVE  Payroll Amount Rate  Amomnt Rate . Amount  Rate
_ 2013 190.7 1101 57.7% 15.5 1% 1256 65.8%
2014 190.7 122.6 64.3% 18.0 9.5% 1406 73.8%
2015 1974 1311 66.4%  20.5 10.4% 151.6 76.5%
201a 2043 1291 63.2% 222 10.9% 151.3 74.1% .
2017 2115 130.1 615 233 11.0% 153.4 T2.5%

* In preparing these profections, we requested the most recent investnent earnings for the
Jiweal year-fo-date and whether there were ary additional layoffs, pay reductions, or
sigtificant events sivce June 30, 2011 fhat could materially affect these projections, We
were informed that while earnings through 12/31/2011 were well below the assumed return
Jor that peried, that January and early February vetuns are likely to be very positive, and
the remalining four and a half months of fiscal year 2012 offers more opportunity to realize
the assumed vetwn. In addiiion, we were-informed by the Cily that there were no
slenificant changes io the workforce or puyroll since June 30, 2011,

1756 Tysons Boulevard, Sulte 1100, Mclean. VA 22102 Tel: 703893.4456 Fax: 703.609,2006 vauwchalion s




M. Russell Crosby
Febtuary 21,2012
Page 2

For the OPEB projections, the valuation has not been finalized, but the preliminary results
indicate that the City’s conttibutions would be in cxecess of the annual increase caps
established in the MQAs. These projections apply the caps in the MOAs to the projected
payroll, and it is assumed that the ultimate cap on the Cily's contribution rate of 11.0%
remains in effect for the duration of the projecticn, In addifion, these OFER proJections do
not reficot futne changes in benofits, penalties, tases, or administrafive costs that may be

required as a result of the Patient Proteotion and Affordable Care Act of 2010 and related
legislation end regulations. Finally, the reality will be that experience will deviate from the
assumptions which could have a significant itnpact on these projections in the short tem,
However, over the Tong ferm, the expectation is that overall favorable deviations will be
offsct by unfavorable deviations, ' '

Since conhibutions are made scparately for Police and Fite mombers, the fables below
provide the additions! detail that may be needed for these projections,

City of San Jose Police & Five Depaytment Plans

Police Only
{Dolfar amcunts i millfoas)
, ' Pension - OPER © Total
FYI Payroll Amount Rafe  Amount Rate  Amount  Rafe
2013 i21.7 694 570% 109 920% . 803 .- 660%
2014 121.7 Ti4  636% 126 10.3% 90.0 73.9%
.2015 1260 82.8 657% 138 11,0% 96,7 76.7%
2016 . 130.4 BL.S: . 625% 143 110% 958 13.5%
2017 1350 82.1 60.8% 148 11.0% 969 71.8%

City of San Jose Police & Fire Department Plans
- ~ FireOnly
(Dollay amounts in mithons)”

Pension OPER Total

EYE  Payroll Amount Rote  Amomni  Rate Amount Rate
2013 . 6%0 4.6 589% 4.8 6.6% 45.2 65.5%
2014 69.0 45.2 65.5% 55 .80% 50.7 73.5%
2015 714 483 = 676% 8.7 8.3% 350 76.9%
2016 73.9 476 - 644% 7.9 16.7% $35.5 75.1%
2617 76.5 48,0 62.8% 8.4 11.0% 56,4 73.8%

Also a8 roé;uested, we have attached 20-year projections of City pension contributions.

We hereby cortify that, to the best of onr knowledge, this Jetier and its contents, which ave
work products of Cheiron, Inc, are complete and accurato and have been prepaved jn
socordance with generally recognized and sccepied actuaisl principles and practices which
are consistent with the Code of Professional Conduct and applicable Actuarial Standards of

- {HEwoN




M. Russell Crosby
Febyuary 21, 2012
Page 3

Practios set out by the Actuarial Standards Board, Furthermore, as oredentialed actuaries, we
meel the Qualification Standards of the American Academy of Actuacies to render the
opinion contained in-this letter, This letter does not address any contractunl or legal issnes,
We arc not attomeys and our finm does not provide any legal ser vices or advice.

- _ i : 8an Jose for the puxp.osﬂ of

budget pr q;ootmns. These projechons are not intended to benefit any thied party Wyouhave
any questions __abcmt this analysis, please let us know.

Sincerely,
Cheivon _
A
| oL
Qe Twarski, FSA, BA, MAAA , Margaret Tempkin, FSA, BEA, MAAA
- Principal Consulting Actuary : Principat Consvlting Actuary

Attachment
o Bill Hallmark

Carmen Recy-Choy

Joshua Davis
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CARROLL, BURDICK
3 McDONOUGH LLP

February 24, 2012

e patern Gy Sibes Gregg Melean Adam
Suit, 4l Direct Diak: 415.743.2534
S P ndse s, 54 gadam@cbrniaw.com
M0 W 7
T, V1A EMAIL AND REGULAR Mai.
R A o =t . :
Wkttt oy Alex Gurza

Deputy City Manager

Lrg An-eh -
€ or e nln
Wanut Cerro,l

Office of the City Manager, City of San Jose
200 E Santa Clara 8t _
San Jose, CA 95113

Re: Response to the City's Letter of February 21, 2012
File No. 038220 ,

Dear Alex:

We are in receipt of your letier dated February 21, 2012 enclosing a
copy of a revised ballot measure. It appears that this version of the baliot
measure is a possible baliot measure, which may or may not replace the ballot
measure the Council already approved for placement on the ballot for the June
2012 election. We note that the City Manager recommiends to Council that it
support these changes and authorize them to appear on a June ballot,

From the FOA's initial review, this revision contains significant changes
from the prior December 6, 2011 version, The City Manager, too,

“acknowledges “many significant changes and movement from earlier drafts.”

The POA has had no opportunity to bargain about this new ballot
language. Previously, as the City Managers memorandum acknowledges,
this proposal was put forward in mediation. As you kriow, when that occurred,
significant restrictions were placed on its acceptance. :

. Now, because the revised balflot measure is being presented for
adoption for the baliof, the POA requests to meet and confer ebout the new

ballot language.

CBM-SPSFS42078 —



Alex Gurza . .
Re: Response to the City's Letter of February 21, 2012
February 24, 2012

Page 2
| The POA is available to meet as soon as possnb!e to resume
bargaining. - : ‘
Very truty you rs,
CARROL RDICK & McDONOUGH LLP

' ﬁ%an Ada
GMA;j Jo

cc:  (ina Donnelly, Deputy Director of Employee Relations
Jim Unland, President, San Jose Police Officers' Assoclation
Christopher E. Platten, Esqg., Wylie, McBride, Platten & Renner
Robert Sapien, Jr., President, San Jose Fire Fighters, IAFF Local 230

' CBM-BRSFS42078
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CETY OF m o - | L
SAN JOSE o _ Office of the City Manager

CAPITAL OF SILICON VAILLEY o . EMPLOYEE RELATIONS

February 27, 2012

Gregg Molean Adam

Carroli, Burdick & McDonough LLP

44 Montgomery Street, Sulte 400
‘San Francisco, CA 94104

RE: Lefter Dated February 24, 2012

Dear Mr. Adam:

i write regarding your letter delivered by email on Friday, February 24, at 4:30 p.m,

First, | disagree with your statement that the POA has had no opportunity {o bargain
over this new ballot language. As you acknowledge in your letter, the changes in
language being recommended by the City Manager are the same changes the City
proposed in mediation, which wete insufficient to even trigger a respansive proposal by -
your organization. You have had weeks to review the proposed language and to make
& counterproposal. Yet, during that time, we have not heard from the POA on this

issue,

Based on the history, including months of bargaining followed by two rounds of post-
impasse mediation spanning four months, it is clear that changes being proposed —
‘which may or may not be adopted by the Council - do not, in themselves, break
impasse (otherwise, we would at least have expected a counterproposat during

mediation). :

As we have emphasized since the Council moved the date of the election from March o
- June, the final date for submission to the registrar of volers Is 88 days before the
election. Therefore, the final date for the Council to act on the measure will be its
meeting oh Tuesday, March 8, 2012. Given the lack of any response to our proposed
language until the eleventh hour, | am concerned this is a last minute attempt at delay.

200 East Sanita Clara Streat, San Joss, CA 95113 fef (408) 535-8150 fax (408) 292-6436 www.sanjoseca.gov



Letter Dated February 24, 2012
February 27, 2012
Page2of 2

That said, if, based on the recommended changes in the measure, the POA is now

prepared to make a counter-proposat for a ballot measure that (1) is a sufficient

~ deviation from the POA's former position to break impasse; and (2) can be ratified prior
to March 8th, please let me know. S

Sincerely,

prava | ,
el e o - i
Alex Gurza |
Deputy City Manager

¢ce: Gina Donnelly, Deputy Director of Employee Relations
Jort Holfzman, Renne, Sloan, Holtzman & Sakai, LLP .
Jim Unlant;*, SJPOA President
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"CARROLL, BURDICK
3 MCDONDUGH LLD

March 1, 2012
L 3Ty . i Gregy MeLean Adam
g5 i - : Birect Dial: 415.743,2534
rORare m A " gadamg@cbmiaw. oom
vt il G
3 n E'Hﬁ" E”B Rﬁﬁil! QR Eq”i
PRV VAR R f
.1::.'-":_.‘.: £ - ’
T e Alex Gurza
‘ Deputy City Manhager _

S Office of the City Manager, City of San Jose
EENTER 200 E Santa Clara St

San Jose, CA 95113

Re: SJPOA Request to Bargain; Information Request
Fite No, 38220

Dear Alex:

We received your ietter of February 27. In our reading of #, the City
appears to be unwilling to bargain with the POA over the new proposed bailot
measure language that was included with your prior [etter of February 24. The
Clity maintains that (1) the parties remain at impasse and (2) the ballot
measurs must go to the voters in June, either as the December 5, 2011
tanguage or the new February 23, 2012 language. Ut seems unyielding on
each issue. r

It is unfortunate that your letter conditions any further dialogue on the
- POA making—right now—a counterproposal to the new language. Yel as
your letter implicitly acknowledges, there have been no direct negotiations
about this new languags. 1 is true, as you point cut, that “the changes being
recommended by the City Manager are the same changes the City proposed
in the mediation ,..." But when the City presented this language In mediation it
did so with the express provision that the proposal would be withdrawn urless
accepted in full, in which case the December & ballot measure language would
go forward. The parties spent trinimal face-to-face time discussing the new
language in mediation. '

_ _ The POA also believes that it is llegal for the City to imit bargaining dus

to its desire to finalize its ballot measure by March 6th. (See Sanfa Clara

, County Regisiered Nurses Frofessional Association v. County of Sania Clara .

- {2010) 34 PERC ¥ 108 ['mere fact that the County thought the inclusion of the
measure on the Novenmbeor 2004 baliot was desirable does not constitute a
compelling operational necessity sufficient to sst aside its bargaining
obligation™.) Thus, while the City purports to ba willing to consider a further -

CBM-SF\SFB42857 o



Alex Gurza , : ' ‘
Re: SJPOA Request to Bargaln; Information Requast
March 1, 2012 _ :

Page 2

counterproposal, it is requiring that ratificetion ocour by March 8—ie.,
conditioning negotigtions on the parties reaching agreement and ratifying
within a few days, , T

The reality is that there is much to bargain about. The esfimations
about the City's future projected pension costs are in a state of significant flux.

Projections—continde—to—tower==dramati f B

Report on February 23, 2012, for example, it was reported that the City's

Retirement Director had received a new estimstion from the Retirement

Systern's actuaries showing that the projected cost-of employes pensions in

five years had dropped further fo $310 million. This is down significantly from

the $650 million where the City started (but ses below), and from the $430
~ million touted until recently, o ,

The POA has. significant. questions about the new language. For
exatnple, the City Is now, for the first fiime, proposing fo override Section 1111
of the City Charter to the extent thet impasses conceming retirement benefits
will no longer be subject to arbitration. This sighificant change has not been
the subject of our prior bargaining, .

Bear In mind, too, that the Governor's Pension Proposal is designed fo
" apply to charter cities. One cfty représentative was heard in a public forum
suggesting that any additional costs to employees as a result of the Govermor's
proposal could well be in addition to those added costs to employees resulting -
from the baliot measure. If so, that would seem fo suggest that the City would
gamer a significant windfall. The bottom line Is that the parties had minimal
discussion at the bargaining table about the impact of a gubematorial proposal
that appears {0 be destined to appear on the statewide baliot in November.
The parties shouid be negotiating the impact of that proposal in addition.

As the POA considers further proposals, we request the following
information; : A

» Any new ralirement projections received by the City from
either its actuaries or those of the Retirement System.

e The City's Profected Total Personnel Costs, including health
care and retirement, in thg_2010!11 Budget.

« The City’s actual Total Personnel Costs, including health
care and retirement, in 2010/11 Budget, '

» The City's Projected Total Personne! Costs, including heelth
care and retirement, in the 2011712 Budget. :

CBM-SR\SF542857



Alex Gurza
Re:  SJIPOA Requestfo Hargam Information Reqguest
March 1, 2012

Page 3

+ The CHty's zctual Total Personnel Casts, including health
cars and retirement, for the period July 1, 2011 fo February
28, 2012.

«  Any City-produced Information, or information received by
the City, supporting the assertion that $650 million s, or

ever was, ¢ potentiziCity retire =
beyond, (As recently as February §, 2012, in various television

news interviews, the Mayor indicated that: "$650 million is a
reasonable, baﬂpark number even today.”)

»  Any documentatwn of the specific savings target now being
sought by the City, annualized, through ite various
proposals related to refirement, retiree health care and
heslthcare. We also ask for a breakdown by each element of
both the ballot measure fanguage proposals of December 5,
2011 and February 21, 20124, '

o Any difference in projected sa\rings between the Clty's ballot
medsure Tanguitege proposals of December 5, 2011 and
February 21, 2012,

_+ The expected cost savings of the City's ballot measure
language dated February 21, 2012,

« The expectsd cost savings of fhe Voluntary Election
Program described In sectlon 6 of the pI’OpOS‘:aI dated
February 21, 2012

« ‘Any City costing of the Poiice and Fire proposal of
‘November 18, 2011 and Decemnber 1, 2011,

. Sav?ngs projections for the City's Qciober 24, 2011 proposal
to POA/Loeal 230 on retirement benefits for new employees,

Please provide us with this information at the City's eadiest opportunity.
In the interest of a ccllaborative relationship, we seek i first through- our right to
relevant information as patt of the bargaimng process (rather than a fonnaf
CPRA request),

Separate and apart from the above request for information, and aside
from the request to resume bargaining, please provide us with the numeric
vatue of the savings target the City is seeking through ite various retirement -
reforms. And please provide us with an answer to the following question: Are
the Citv’s rafirement reforms, and the savings it seeks thereunder, based on

CBNM-BREF542857



Alex Gurza

Re: SJPOA Request to Bargam trformetion Reguest
‘March 1, 2012

Page 4

reducing pension costs from 3650 million or some lower amount? |f the latter,

please provide the spesific number the City is relying on.
We urgs the Cify to rethink its rejection of further bargaining.
Very trufy yours,

CARROL’C’ BURD!CK & MGDONOUGH LP

,Ai SQI

/ Gregg McLean Adam

GCMAJo
co;  Jim Unfand, Presu:ient San Jose POA
John Robb, Vice President, San Jose POA

CBM-SPSFE42857
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AN JOSE
g Tl

San Jose Fire Fighters Locm’ 230

425 E. Ranta Clara Street, Suite 300, San Jose, T4 95113 « (408} 286-8718 « FAX (408) 286-2577

March 2, 2012 _ LOCAL 23¢™

Alex Gurza, Deputy City Manager,
i Relations

200 B. Santa Clara Street
San Jose, CA 95113

Re: San Jose Five Fighters, Local 230 & San Jose Pohce (}fﬁcer s Association
Refirement Reform

Dear Alex,

Please find the attached proposal from San Jose Fire Fighters, Local 230 and the San Jose
Police Officer®s Association. This offer provides substantial savings to the City both in
the near and long-term. Our proposal achieves lawful, structural reform for the city,

employees and the faxpayers.

We understand from our mediation and pegotiation sessions with the City that you have 4
concern regarding the pariicipation rates of current employees in our *opt-in™ proposal
for Tier 1. As such, we are offering a major pension reform enhancement contatned in
our offer; the Reform Immediate Performance Guarantee.

In: short, we've structured our opt-in proposal so that the ¢ity is puaranteed the savings
of 100% employee participation, even if the employee election rate falls short of that
 target, Our internal polling duta showed that our participation rate would meet or exceed
66% for our propesal. Jf fewer than 60% of all active members opt into Tiers I or
I, we will agree fo pay reductions on 4 sliding scale up to 16% to help achieve the
swvings goal {(details attached).

We believe our guarvartee prowcies the City with the assurances it stated it needed in
order io accept our proposal. This is a viable, lawful strategy to achieve pension
reform that saves the City tens of millions of dollavs each and every year.

Thronghout the negotiations process we have been committed to lawful pension reform,
This proposal demionstrates our seriousness fo addressing this challenge to btnef t the
City, employeos and the residents we serve.

www.siff org
L2



SJPOA and LOCAL 230

RETIREMENT REFORM PROPOSAL SHMMARY
Objective: Lawh] & Cost-Saving Penslon Reform

23 =.;=_1"19;- I (NeWw Birsg) : Fier: Ii {Actyes) = o -1:'-:' R dE {Acﬂvesj L
2% @ 50 years (CaIPERS) 3% @ 55 vears {Ca!PERS] No Change (8J P&F Pi an)
3 Year Final Average 3 Year Final Average No Change
Salary Salary ‘

NoSickLeave Payout | No Sick Leave Payout | No Change
Sick Leave Conversion Sick Leave Conversion No Change
20965 20965 '

4ih Level Survivor Death 4th Level Survivor Death | No Change
Benefit (Spouse & Children) | Benefit (Spouse &

21574 Children) 21574
Post Redireraent Survivor, Post Retirement Survivor | No Change
Allowante - Allowance . '

21624, 21628, and 21628 | 21624, 21626, and 21628
CPI with 2% max COLA | CPl with 3% max COLA No Change .

OPEEB (HD* Medical) OPEB {(HD* Medical) | OPEB (HD* Medical)

S Health and Dentat Plan | 8J Health and Dental Flan | SJ Haalth and Dental Plan
*Long Beach® Worker's "Long Beach” Worker’s “Long Beach” Worker's
Compensatlon Dispute Compensation Dispute Compensation Dispute
Resolutlon Procsss Resolution Process { Resolution Process
No SRBR .| No SRBR ‘ : SRER converied to GPP
10% Employee Normal -10% Employee Normal No Change Remains 8:3 split
Cost Sharing Cost Sharihg '

Retiree Healthcare Pre- Retiree Healthcars Pre- Reliree Healthcare Pre-
funding 10% Cap funding 10% Cap funding

. ‘ 10% Cap

Military Service Credit Military Service Credit | No change
27024 21024 A
Alternative Death Benefit Alternative Death Benefit | No change
21847.7 215647.7 _

Termt: 4 Years

*Retiree Health Care Purchasing Protection Provision

» Age: ai:l]ate ef Y’édt’é?ﬁf; i Agemt © v Carrent’ {.- . -Tiexd
<= ‘Hire = | Senvice | Retivément {* Plan i ¢ (AcHy s
25 25 50 75%/ 70% 60% 50%
- 257 - 28 53 849 /82% 77.28% £67.76%
25 30 55 B90%/90% | 0% 81%




SJPOA and LOCAL 230
RETIREMENT REFORM PROPOSAL SUMMARY
Objective: Lawful & Cost-Saving Pension Reform

pension Reform Performance Gua‘rantae
To address concerns about the reliability of the member poliing data and guaranteed

savings, the following Reform Immedizle Pardormance Guarantes is includad with the
proposal. Polling data indicated that the partisipation rate would mest or excead 66% for

this proposal..

i fewer than 60% of all active members opt into Tiers Il or 1ll, pay reductions based upon
participation rates wil result as indicated below. Caleutation will be inclusive of all active
members {Tier | Tier ). Beginning the first February 1 date foliowing the establishment

of the Tier il option, annual pay reductions cfno greater than 4% up to 16% at the lowest

parficipation level

Example: |f only 50% of all acfive members opt into the hew plan fhen all plan members
will take a 4% pay reduction in the first year and 2% in the gecend year, _

TOPEIIRATe | . ReForm Immediats - - TRaditonal Savinge®
:{all.getives) v Performance:Guarantee . - ol {Millions) éstimated *:
<i00% - - 100% Patticipation = $20.9
200% - 90% Parlicipation = $26.9
<60% e : 80% Participation =$23.8
<70% -~ . 70% Participation = $21.1
_ i} £7.4 Pay Reductlon +
B, o
<60% . 4% Pay Reduction $20.1. Opt In Savings = $27.5
N $11.1 Pay Reduction +$16.1 Opiin
¢/
<50% 6% Pey Reduction " Savings = $27.2 Million
o o : $14.9 Pay Reduction +
<40% 8% Pay Reduction 13.9 Opt In Savings = $28.6
- $18.6 Pay Reduction +
0,
<30% 10% Pay Reduction $11.9 Opt In Bavings = $30.5
\ £2B.0 Pay Reduction +
o
<20% 14% Pay Reduction $9.9 Opt in Savings = $35.9
' - $20.7 Payrol| +
o, N 0,
<10% 16% Pay Reducilon _$8.1 Opt In Savings = $37.8

iy 2010, Police and Fire employees agreed fo 2 10% decrease in pay resulling In substantial sav!ngé in
pehsion costs. A similar proportionate sffect would ooour If sdditional reductinns are triggered by the
Performance Guaranice. These additiohal eavings are not included fn these esfimales.

Retires Medical Benefit

Adopt Kaiser “High Deductible” Plan and provide a Retires Healthoare Purchasing
Protection Provision (i.e., Retirees will sontribute equivalent to actives).

Adoption of this plan will resuitin a dramatic decrease fo the Retiretent Healthcare
Plan’s annual premium cost and a lowerIng of the current unfu hded hesithcare liability.
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JBAN G
o

1151 M. Fourth Street ' 425 E, Santy Clara 8t,, 4300
: San Jose, CA. 95113

. - SanJose, CA 95112
{408) 298-1133 . . _ (408) 286-8718

'March 3, 2012

Alex Gurza
200 Bast Santa Clara Street
Ban Jose, CA 95113

RE: Pension Savings Guarantce Proposat of March 2, 2012

Dear Aiax,

© We agree that a negotiated solution alone will nat solve our Jong-term pension problems. The City Charer
guarentees minimum retirement benefits, and the only way to change the Charler is with a vote of the people.
Thus, we must go to the votess to achieve lasting changs and gain control of pension costs that have already cost

services and city jobs.
We will be tranamitting to you Charter change language that incorporates elements of ovr Pension Savings -

Guearantee Proposal and we trge that thess Charter changes be put on the June 2012 ballot so that the voters can
adopt our lawfol pension reform proposal end eliminate the inevitable and costly legal battle, '

In addition, we would propose that the parties agree that discussions from 10:00 AM on March 3, 2012 thre 11:59
PM on March 8, 2012 cannot be used by either party for the perpose of establishing compliance ornon-
.compliance with bargaining obligations refated to the City's proposed pension charter amendment.

Wi‘th the City confirming that there will be budget sarplus for the first time in many years and the city’s current
bailot measure proposal stating that pension reform would not be implemented until July of 2013 there is ample
time {o aﬂop’_i our proposal and ensure that future budget deficits are eliminated.

Our puarantee of savings within our proposels provides the City certainty and eliminates the need for the legally
risky path the City is currently on. :

. We are available at atty time to meet and answer any questions you may have,

Sincerely, _ 7
/én C. Uula:dZLA{

SIPOA President . | Loctl 230 Prestdent?
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RENNE SLOAN HOLTZMAN SAKAI LLP

150 Sensime Sereel, Svite 300
San Francisco, CA 941051304
T 136783800
455783838
Jenathan V. Holtzman
{415) 678-3807
" jholtzman@publiclawgroup.com

March 5, 2012

VIA E-MAIL AND U.S. MAIL

Gregg Adam

Carroll, Burdick & Mchmough LLP
44 Montgomery Street, Suite 400
San Francisco, CA 94104

Re: Retirement Reform Correspondence

Dear Gregg!

I write in response 1o letters from you and your client dated March 1%, and your joint proposal
and letter with the San Jose Fire Fighters JAFF, Local 230) dated March 2™ and 3",

(Bnclosed.) We will be responding to the information requests contained in your March 1¥ letter
separately, 1note that your propusal was received 21 days after our last day of mediation, and
only oné working day before the City Council is scheduled to vote on the proposed retirement

ballot measure.

The City of San Jose appreciates your explicit recognition that a charter amendment is necessary
to address the retirément issues facing the City. We also appreciate your attempt to end the
impasse that has continued over many months of mediation. We have carcfully reviewed and
considered this proposal as an atternpt to break the current impasse between the parties.

Unfortunately, your new proposal appears to be a step backwards in some regards, including the
re-infroduction of the CalPERS option that the City rejected months ago. We disgussed this
proposal at length and ultimately rejected it during negotiations and mediation. Subsequent to
your CalPERS proposal made initially in September 2011, the POA and Local 230 proposed in
December 2011 a lower level of benefit for the opt-in tier that provides a 75% maximum benefit,
However, you are now back to proposing the CalPERS benefits, including an opt in tier that
provides a 90% maximum benefit, This underscotes the fact that the parties continue to be at
impasse after 8 months of negotiations and mediation. ,

‘While T will not atiempt to address all of the points of difference between this proposal and the
. City*s, the fcl[omng are some of the major issues which would ne.ed to be addressed to bridge

the current impasse:



RENNE SLOAN HOLTZMAN SAKAL LLP

Mr. Adam
March §, 2012
Page 2

» The proposal returns 1o the idea of moving employees out of the cutrent, independent Sen
Jose Pohce and Fm-: Department Retxrement Plan and mto the State’s CalPERS plans. ‘
tyﬂfreasans—noﬁeasﬁ:muse—
~ the primary “savings” the City would achieve is simply a delay in paying existing -

liabilities due to restarting the amortization period. In addition, among other things,
moving employees from the City’s pension plas to CalPERS would require
redistributing existing plan assets to CalPERS, a difficult problem in light of the
underfunded status of the plan and the fact that all retitees and Tier I employess would
remain in S#n Jose’s retirement plan, And, of course, CalPERS offers the City and
unions far less flexibility in how benefits.can be structured. We have discussed all of
these concems previously and had understood that the POA had agreed to drop this

~ proposal. Therefore, we are surprised that you have chosen to revive it at this late date.

= The proposal for the opt in tier Is back to your September 2011 proposal that would
provide the CalPERS 3% at 55 plan, which (as we have previously discussed) provides
little 1f any savings to the City. Indeed, the plan at certain ages and years of service is .
actually richer for employees. The formula still provides a 90% pension berefit at 30

years of service.

= 'With respect to new employees, although CalPERS identifies the plan as 2% at 50, this
CalPERS formula provides 2.7% of final compensation for every year of service.at age
.55. This is a considerably greater benefit with a considerably higher cost than the plan
the City is proposing for new employees. For example, the revited proposed ballot
‘measure would lirit a defined benefit pension program ta no more than 2% for every ,
year of service. Also, while the City is seeking a S50/30 cost share for new employees, the -
plan you propose wounld limit employee contributions to 10% regardiess of unfunded
liability, (Incidentally, we understand that the CalPERS regulations currently limit
contributions to $%.) As we have said, the City views shared responsibility for the cost
of any pension plan covering new employees as critical if the City is to continue offering
defined benefit plans in the future. -

« The “guarantes” of pay reductions if fewer than 60% of covered employees opt in to Tier
IT of the program appears to be a slightly new approach, However, given that the
CalPERS program offered is little changed from existing benefits offered, we do not
doubt that the opt in rate would be considerable. The problem is that even 160% opt in
would not materially reduce the benefits offered. Therefore, it seems unlikely to produce
the “guaranteed” savings you agsert.  We did note, however, that your proposal includes
compensation reductions of up to 16% to achieve savings, This is consistent with the
City’s proposed revised ballot measure, which achieves savings from compensation
reductions through additional retirement contributions or pay reductions that apply to
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Mr, Adam
March 5, 2012
Page 3

those employees who choose to stay in the more expensive current benefit structure.
However, your proposed compensation reductions are tied to the proposal that moves.
employees to the 3% at 55 (90%). CalPERS benefit,

As we have discussed in negotiations and mediation, theré are many other ways in which the
proposal you are making fails adequately to address the City’s eoncerns, as they have been
 articulated both at the table and in the draft ballot measures we have provided you.

In your March 1* letter, you suggest that the language changes proposed by the City Manager
provided to the Union in mediation — require additional meet and confer and that Senia Clara
Cournty Registered Nurses v. County of Santa Clara stands for the proposition that the City is
- legally obligated to once again delay the ballot measute. We disagree on both counts. As to the
first, without wishing to reveal matters within the veil of mediation, suffice it to say the San Jose
Police Officers” Association had more than sufficient opportunity to respond to the City's
propasal. The City left mediation on February 10, 2012, saying the door remained open for-
additional mediation sessions and the mediafor provided the parties with additional dates,
However, we did not receive a substantive proposal until March 2™ (one working day before the
" City Council’s last day to act to plaee the matter on the ballot for a June 2012 slection), and that
. proposal, as discussed above, differs litile from the proposal the City rejected pre-mediation. No
change made or proposal proffered in the last month even remotely suggests impasse has been

broken.

As to the second point, the facts of this case are radically at variance with the Sanra Clara case.
‘We have negotiated and mediated for 8 months now, and twice delayed the election to permit

- further mediation. We do not believe the Santa Clara case stands for the proposition that any

.. change in position on either side bars the City from placing a matter on the ballot. The City.
Council, of course, has the constitutional authority to place charter amendments on the ballat,
and, while we believe we have fully complied with all bargaining obligations under the MMBA,
in the last analysis, the Czty Couneil retains the authcnty to make changes in thc Iaeasure,
especially changes responsive o the Unions?® input it mediation.

We valne our historically positive relations with the POA, and share your apparent wish that the

" Seaf Beach negotiations had led to greater consensus. However, your newest proposal only
appears to highlight the deep differences between the parties on critical issues involved in

“pension reform. These are hard issues, to be sure. We do not doubt the differences are sincere.
However, our last proposal is as far as we can go in addressing the concerns you have raised (a$
we assume yours does with our concerns}, and do not believe anything in the last few weeks
raises the hope that returning to the bargaining table will produce a different result.

- Finally, even if you believe the parties may break impasse on the critical issucs, despite our -
unsuccessful efforts over the past eight months and despite your eatlier rejection of the City’s
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current proposal, the untimeliness of your proposal renders further bargaining impractical. We

do not see how an agreement can be reached before March 6™ — the final City Council meeting
before the last date to place this measure on the Juns 2012 ballot. ' _

In December, when the City Council previously intended to place a measure on the ballot (fora
March 2012 election) bargaining units argued that delaying the measure until Tune 2012 would
enable the parties to reach an egreement, The City complied with this request because it clearly
reflected a sincere desire to reach an agreement through further mediation. We continue to
appreciate your efforts to reach an agreement, but, frankly, we do not see how issues that have
separated the parties for eight months can be solved at this point. Nor do we understand why the
POA and Local 230 failed to make this proposal at an carlier date, especially since on February
10™ the City presented to you in mediation the proposal that is before the City Council on March

thlq N
Sincerely,
: Jenathan V, Holtzman - .
JVH/e .

ce:  Alex Gurza, Deputy City Manaper

Enclosures
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% San Jose Fire Fighters - Local 230 5%,

425 E. Sarta Clara Street, Svite 300, Sun Jose, CA 95113 + (408) 286-8718 » FAX (408) 286-2577- ‘

March2, 2012 ' LOCAL 230

Alex Gurza, Deputy City Manzger,

City-of 8 = : one
200 E. Santa Clara Street
San Jose, CA 55113

Jier San Jose Fire Fighters, Loeal 230 & Saﬁ Jose Police Offficer’s Association
Retirement Reform ' ' ‘

Dear Alex,

Please find the attached proposal from San Jose Fire Fighters, Local 230 and the San Jose
Police Officer’s Association. This offer provides substantial savings to the Cify bothin -
the near and long-term. Our proposal achieves lawful, structural reform for the city,

employees and the taxpayers.

We understand from our mediation and negotiation sessions with the City that you have a’
concern reparding the participation rates of cutrent employees in our “opt-in® proposal
for Tier [ As such, we are offering a major pension reform enhancement contained in
our offer: the Reform Ymnediate Performance Guarantee,

In shart, we've struchired our opt-in proposal so that the eity is guaranteed the savings
of 100% employee participation, even if the employee election rate falls short of that
target. Our internal polling daia showed that our participation rate would meet or exceed
66% for our proposal. If fewer than 60% of all active members opt into Tiers If or
I, we will agree to pay reductions on a sliding seale up to 16% fo help achieve the

savings goal (details attached).

We believe our guarantee provides the City with the assurances it stated it nesded in
order to avcept our proposal. This is a viable, lawful strategy to achieve pension
yeform that saves the City tens of millions of doliars each and every year,

Throughout the negotiations process we have been committed to lawful penston reform,
This proposal demonstrates our seriousness fo addressing this challenge fo benefit the
- City, employees and the residents we serve.

—

eside

apien| Jr,

www.siff org
’ G



SJPOA and LOCAL 230

RETIREMENT REFORM PROPOSAL SUMMARY
‘Objective: Lawful & Gost-Saving Fension Reform

"Long Beach” Worker's
Compensafion Disputs
Resolution Process

Compensation Dispute
Resolution Process -

sl e IGINeW HIrég) D T ALtves) s RN TS AGHVESY

2% @ 50 years (CalPERS) | 3% @ 55 yeats (CalPERS) | Nu Change (SJ P&F Plan)

3 Year Final Average 3 Year Final Averaga No Change

Salary Salary

Nua Sick Leave Payout No Sick Leave Payout No Change

Sick Leave Conversion Bick Lezve Conversion No Change

20665 20065

4th Level Survivor Death 4th Levst Suivivor Death No Change

Benefit (Spouse & Children) | Benefit (Spouse & o

21874 Children) 21574 '

Post Retirement Survivor Post Refirement Survivor | No Change

Allowance . Allowance

21624, 21626, and 21628 21624, 21626, and 21828

CPIwith 2% max COLA CP! wilh 3% max COLA Ne Change

OPEB (HD* Medical) OPEB (HD* Medical} OPERB (HD* Medical)

5J Health and Dental Plan | 8J Health and Dental Plan i SJ Health and Dental Plan
“Long Beach® Worker's “Long Beach” Worker's - -

Cornpensaiion Dispute
Resolution Process

No SRER No SRBR SRBR converted to GPP
1% Employee Normal 10% Employee Normal Mo Change Remains 8:3 split
Cost Sharing Cost Sharing ' -
Retiree Haalthcare Pre- Retiree Healthoare Pre- Refires Healthcars Pre-
funding 10% Cap funding 10% Cap funding

' . 10% Cap
Military Service Credit Military Service Credit No chanhge
21024 21024
Altsimative Death Beneﬁt Alternative Death Benefit No change
215477 216477

Term: 4 Years

*Reliree Health Care Purchasing Protaction Provigion

- AgeatDatéof | Yearsof [v- Agewt |- Ourremt’ .
- gire "} Service’ | Retitgment | - Plam L L
25 25 ‘ 50 75%,’ 70% 60% 0%
25 28 53 845/ 82% 77.28% 67.76%
%5 30 55 0%/ 50% S0% B1%




SJPOA and LOCAL 230
RETIREMENT REFORM PROPOSAL SUMMARY
. Objective: Lawiul & Cost-Saving Pension Reform -

Pension Reform Petformance Guarantee

To eddress concerns about the rellabifty ¢f the member polling data and guaraniead
savings, the following Reform fmmediate Performance Guarantee is included with the
proposal. Polling data indicated that the participation rate would mest or exceed 66% for

thisproposal:

if fewer than 60% of alf active members opt into Tiers Il or lll, pay reduciions based upon
participation raies wiif resulf as indicated below., - Calculation will be inclusive of all active
members (Tier | Tier il). Beginning the first February 1 date following the establishment

of the Tler [ optlon, annual pay reductions of no greater than 4% up to 16% at the jowest

participation ievel,

Example: If only 50% of all active members opt into the new plan then all blan membars
will take a 4% pay reducfion in {he first year and 2% in the second year. ‘

Optin Rate, - ReformiImmediate’. - Additibrial Savings™
- fall.gctives): erformance:Guarantes. o 7 O S(Mllilons) éstimated
< T00%- o 100% Participation = $28.9
<00% - 90% Participation = $26.9
<80% - 80% Pariicipation =$23.9
<70% - 70% Parlicipation = $21.1
. $7.4 Pay Reduction +
<60% 4% Pay Reduction $20.1 Opt In Savings = $27.5
; $11.1 Pay Reduction +$16.1 Optin
0,
<B0% 6% Pay Redudtion Savings = $27.2 Milllon
] \ $14.9 Pay Reduction +
<40% 8% Pay Reduction 13.8 Opt In Savings = $28.6
| o . $18.6 Pay Reduction +
<30% 10% Fay Reduction $11.9 Opt In Savings = $30.5
p . : $26.0 Pay Reduction +
o, LY .
<20% _ 14% Pay Reduction $9.9 Opt In Savings = $35.9
$29.7 Payrolt +
0,
<10% 16% Pay Reducion $8.1 Opt In Savings = $37.8

*In 2010, Pollce and Fire empioyees agresd to a 10% decrease in pay résult!ng i substantial savings iIn
pension costs. A simiar proporfionate effect would ocour If addittonal reductions are trlygered by the
Performance Guaranies, These additional savings ere not inciuded in these estimates.

Retiree Medical Beneflt

Adopt Kafser “High Deductible” Plan and provide & Retiree Healthcare Purchasing
Protection Provision (i.e., Refirees will contribute equivalent to actives),

Adoption of this plan will result in a dramatic decrease to the Retirement Healtheare
Plan’s annuel premium ¢ost and a lowering of the current unfunded healtheare fiability.



1151 N, Fourth Streef - 428 E, Sants Clara St, 4300
Snu Jose, CA, 95113

San Jose, CA 95112 : )
(408) 298-1133 (408) 2868718

‘March 3, 2012

" Alex Gurza
200 Bast Santa Clara Street -
San Jose, CA 95113

RE: Pension Savings Guarantee Proposal of March 2, 2012

Dear Alex

- We agree that a negotiated solution alene will not solve our long-term pension problents, The City Charter
‘guarantees minimum retirement bonefi(s, and the only way to change the Charter is with a vote of the people.
Thus, we must go to the voters to achicve lasting change and gain control of pension costs that have already cost

services and eity jobs,
We will be transmitting to you Charter change language that incorporates elements of our Pension Savings

Guarantes Proposal ar;d'We urge that these Charter changes be put on the June 2012 ballot so that the voters can -
adopt our lawful pension reform proposal and eliminate the inevitable and costly legal battle,

In addition, we would propose that the parties agree that discussions from 10:00 AM on March 3, 2012 fuu 11:59
PM onMarch 9, 2012 cannot be used by either party for the purpose of establishing compliance or non-
compliance with bargaining obligations related to the City's proposed pension charter amendment,

- 'With the City confirming that there will be 2 budget surplus for the first time in many years and the city’s current
baliot measure proposal stating that pension reform would not be implemented until July of 2013 there is ample
time fo adopt our proposal and ensure that future budget deficits are eliminated,

Onuy gnatantee of savings within our proposals provides the City cartainty and eliminates the need for the legally
risky path the City is currently on.

We are av:_aiiable at any time o meet and answer any guestions you may have.

Smcerel} Y
é C. UnlaM

SIPQA President Local 230 President




"CARROLL, EURDICK
& McDONOUGH LLP

March 1, 2012
Gregg Melean Adam
- Direct Dial: 415.7453.253¢

- gadam@obmisw.com -

VIR E]immn“ﬁz:uum (i 7-¥im

Alex Gurza

Deputy City Manager

Cffice of the City Manager, City of 8ah Jose
200 E Santa Clarg 8t -

San Jose, CA 85113

Re: SJPOA Réquest to Bargain; information Request
Filg No, 038220 '

Dear Alex:

- We received your letier of February 27. In oar reading of i, the City

‘appears to be unwilling to bargain with the POA over the new proposed ballot

measure language that was included with your prior fetter of February 21. The
City maintains that (1) the parties remain at impasse and (2) the ballot

- measure must go to the volters In June, elther as the December 5, 2011

language or the new February 23, 2012 fanguage. It seems unyielding on
each issue. . : A

it is unfortunate that your letter conditions any further dialogue on the
POA making—right now-—a counterproposal to the néw language, Yei, as
your letter implicilly acknowledges, there have been no direct negotiations
about this new language. It is true, as you peint out, that "the changes being
recommended by the City Manager are the same changes the: City proposed
in the mediation ...." Butwhen the City presented this language in mediation it
did so with the express provision that the proposal would be withdrawn unless
accepted in full, in which case the December § ballof measure language would
go forward. The pariles spent minimal face-to-face time discussing the new
fanguage in mediation. ' .

. The POA also believas that it is ilegal for the City to limit bargaining dus
to its desire to finalize ifs baliot measure by March 6th. (Ses Santa Clara
County Registered Nurses Professional Association v. County of Santa Clara
(2010) 34 PERC 1 108 ["mere fact that the County thought the inclusion of the
measure on the November 2004 ballot was desirable does not constitute a
compelling operational necesslty sufficient to set aside its bargaining
obligation”].} Thus, while the City purports to be willing to consider a further

CBM-SRSF542857 -



Alex Gurza
Ra: 8JPOA F%equesf o Bargain; Information Request

March 1, 2012

Page 2

counterproposal, i is requiing that ratification occur by March 6—.e.,
conditioning negotiations on the parties reaching agreement and ratifying
within a few days. -

The reality is that there is much fo bargain about. The estimations
shout the City's future pmjected pension costs are in a state of s*gmﬂcant ﬁux

Profections continte tofower——dramaticaity. e N
Reporl on February 23, 2012, for example, it was reported that the Crtys

Retirement Director had recefved, ¢ new esthmation from the Retirement
Systern's actuaries showing that the projected cost of employee pensions in
five years had dropped further to $310 million. This is down significantly from
the $680 milliory where the City siarted (but see below), and from the $430
million touted until recenﬂy :

The POA has significant quesﬁons about the new language. For
examptle, the City is now, fot the first fime, proposing to override Section 1111

~ of the City Charter to the extent that impasses conceming refirement bengfils

wiil no fonger be subject fo arbitration. This significant change has not besn
the subject of our prior bargaining.

Bear in mind, too, that the Governor's Pension Proposal is designed to

apply to charter citles. One city representative was heard in a public forum

suggesting that any additional costs to employees as a result of the Governar's
proposal couid well be In addition to those added costs to employess resulting
from the ballot measure. If so, that would ssem to suggest that the City would
gamer g significant windfall. The bottom line s that the parties had minimal
discussion af the bargaining table about the impact of a gubematorial proposal
that appears {0 be destined to appear on the siatewide ballof in November,
The partiss should be negotiating the impact of that proposal in addition.

As the POA considers further proposais, we request the following
information:

v Any new retirement projectlons received by the City from~
efther ifs actuaries or those of the Refirement System.

« The City's Projected Total Personnel Costs, including health
care and refirement, in the 2010711 Budget.

» The Cftys actual Total Personnel Costs, mciudmg health
care and retirement, in 2610/11 Budget.

« The City's Projected Total Personnetl Costs, Including health
care and retirement, In the 2011/12 Budget.

CBM-SPSF542857



Alex Gurza

Re: SJPOA Request to Bargain nformatron Request

March 1, 2012
. Page 3

The City’s actual Total Personnel Costs, including health

. care and retirement, for the period Ju!y 1, 2011 to February

29, 2012,

Any Bity—producad information, or information recewed by
the City, supporting the assertfon that $650 million is, or

cvuﬁwas—amtenttal—evty—reﬁrememt—by—zoﬂﬂu or

beyond. (As recently as February 9, 2012, in various felevision.
news interviews, the Mayor mdscated that. “$650 riffon is a .
reasonable, ballpark number even today.”) '

Any documentation of the specific savings target now bemg
sought by the Cify, annualized, mro_ugh its  wvarious
proposals related to retirement, refiree health care and
hezlthcare, We also ask for a breakdown by each slement of

 both the baliof rnedsure language. proposais of December 5,

2011 and February 21, 2012,

Any difference in projected savings between the Clty’s ballot
measure fanguage proposals of December 5, 2011 and
Februa;‘y 21, 2012, -

The expected cost savings of the City's ballot measure
ianguage dated February 21, 2012,

The expe»cted cost savings. of the Voluntary E}ec:tson
Program described In sestion § of the proposal dated
February 21, 2012,

Any City costing of the Police and Fire proposal of
November 18, 2011 end December 1, 2011. ‘

Savings projections for the City's Octeber 24, 2011 proposal
to POALocal 230 on retirement benefits for new employees,

Please provide us with this information-at the City's earliest opportunity.

in the interest of a collaborative relationship, we seek it first through our right to
relevant information as part of the bargainmg process (rather than a jormal
CPRA reguest),

Separale and apart from the above request for infformaiion, and aside

from the request to resume bargaining, please provide us with the numeric
value of the savings target the City is seeking through its various retirement
reforms. And please provide us with an answer to the following question: Are
the Crnrs retirement reforms, and the_savings it seeks thereunder, based on

CBM-SFBF542867



Alex Gurza : .

Re:  SJPOA Request to Bargain; Informetion Request
March 1, 2012 :

Page 4 ‘

reducing pension costs from 3650 miilion or serme Jower amount? If the latter,
please provige the specific number the City is relying on.

Woe urge the City to rethink its rejection of further bargaining..
o ‘Very truly yours, '

CARRQEL E}'UR%ICK & McDONOUGH LLP

-~ .'rl/ /f " s "
} 't{l(:.é'j/ﬁt_.——-—hh—an
.~ Grégg Mclean Adam
GMAjo e
¢e:  Jimt Unfand, President, San Jose PCA
John Robb, Vice President, San Jose POA

CBM-SF\SFD42857
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City Council Agendar 03-20-12
Ttom:

SAN jOSE _Memorandum

CAPITAL OF SILICON VALLEY
: TO: CITY COUNCIL FROM: Mayor Chuck Reed
ﬁs : ' ESBAGE W”ﬁxmm
E ¥OR FISCAL YEAR 2012-2013

e ol Pad ™ 319)12

RECOMMEN 10N
I recommend that the City Council direct the Cit_;f Manager to submit a proﬁosad budget for

Fiscal Year 2012-2013 that is balanced and guided by the policy direction and framework of
- pricrities outlined in the Mayor's March Budget Message. _

INTRODUCTION

-1 want to thank our City Managey and City employees for their hard work and persunal
sacrifices. Our emplayees are dedicated and work hard fo deliver high quality services to the
residents of San José. San José has one of the Jowest ratios of employees per capita for any hig -
city in the couniry and our employees coﬂtmtmﬂy do more with less. .

- Over the past ten years, San José has faced enormous fiscal challenpes. As pension and -
healthcare costs skyrocketed, we drained money out of services and poured it into retirement
benefits. We've eliminated thousands of jobs from our workforce, closed communify centers,
laid off police officers and fire fighters, watched our streets and infrastructure deteriorate, and
cut many other core services in the community. This has had a devastating impact on our
residents, our businesses and our employees. )

Fortumately, our Fiscal Reform Plan is working. Because of a wiliingness to make some very
difficult decisions, our City"s fiscal situation has begua to improve. For example, the painful -
decision 1o elinninate hundreds of positions and reduce total compensation by 10% for all
employees reduced our payroll costs by 24%, which slowed the rate of growth in retiretnent
costs, We have also saved millions of dollars in annual operating costs by ccntracimg out
services and reorganizing departments.

In addition, we are beginning to see signs of economic TeCOVery. While our two largest sources
of General Fund revenues, sales tax and property fux, rémain beiow pre-recession levels, we are
expecting modest growth in the coming years.



March Budget Message for Fiscal Year 2012-2013
March 8, 2012
Page 2

As detailed in the ehart befow, after a decade of budget deficits, the City Manager is now
projecting a $10 million surplus for the 2012-2013 Fiscal Year. This is good news and will
allow us to minimize service impacts in the coming yeat, but we're not out of the woods yet. -
This is just a one-year reprieve before retirement costs continue {0 grow again. '

2013-2017 General Fund Forecast
Tncremental General Fund Surples (Shortfall)

20122015 | 20133004 | 20147015 | 20153016 | 20162017
$100M | (5225M) | (S13M) | $I190M $10.7 M

Ongoing Fiscal Challenges

The City is projecting a $22.5 million deficit in Fiscal Year 2013-2014, The primary reason for
the shortfall in the second year of the Forecast is due 1o a $29.5 million inérease in retirement |
expenses alane, As detailed in the chart below, during the Forecast period, Generat Fund
retirement contributions will increase by $48.3 million to $233.9 million in 2016-2017. For all
funds, the City retirement contribution will increase by $68.2 million to $314.0 million in 2016-
2017, - According 1o data presented to the City Council on February 13, 2012, the independent
relitement boards' actuaries have predicted that the City's amaual contributions will continue to
incredse for many more years afier that.

20132017 CITY RETIREMENT CONTRIBUTION COSTS

AND BUGGETARY CITY RETIREMENT CONTRIBUTION RATES
14 In MiHons sd whiy Pre-Paytient Dlscount}

0TI | 20iE- | 2010 | 201k | f0it | S0H- |
Retirement Plan 2mz | aoms | ame | 2018 | dowe | odeny
Eadarated Rel. Systarn - Peraion $ia3] 645 | SEEA| S6la| Sehif $oL7]
"Fod Rat, Svstemr~ Refen Healthears | $908F  307| 9208 Seedi 823.1) RI86 1
“Feamited Refiement Plan-Tow] 1 ¥557] Fodd| Y89l 3u3g: SMa2) Sen
Bydgerary Conttibirion faws 437% 1 Epau | GLEN | BEIX] FRJX: a6t
| Palice: Ratiromsnt Pisn -« Pangion s7AR} Ses| S7am| sras]| $7R81 579
[ Poilcs Ral, Pldn -~ Rutioe Hesthoars |- 116+ $105 81207 S84 ¥ish S143
[ Fofice Retrement Pin = Total___ | FW631 $s73. $96.6 $935| ¥eoA [ a4
i Badgeiry Conylbinion Kites 7510 | W5 T3.0% | TR0l To1% | ida%
Fire Rafietmant Pian.- Hemlon §aan ] %3621 s4se! ga66] wBe| %483
Fire Fiat. Flon = Rolitas Heafheare $47; $44| €58 aA| &rE| K9
Fﬁm aa% pirerment :lp:m-rum $507] W43 | W4E9 | 95381 3Ess| SEAA
i Badgenyy Conf/ibuilon RUeS PN M R A A M A AW B
Other Retirament osts .0 ) fopl so8) N 558
| Total Genarel Fund SV | Signe | 9215400 42509 ) S50 | $7359 |
Yoot Al s $IAE | HoAnG | 92550 1 SIDE | 430091 K5140.

Eourse! S0 Modtisd Budget, Siwtran Datters dated Fetrudy 3, 2012 and Fubriiaty 21, 2002 wim e
peanonent dieogurd

It is also important to note that according fo actuaries for the independent retirement pians, we
-are not yet fully finding our retiree healtheare contributions. Our unfunded liability wentup by
over $247 miltion in 2011 and our two plans currently have $1.9 billion in unfunded liabilities."
The City and employees are still in the phase-in period for paying the full annval retiree

i Cheiron’s Fune 30, 2011 OPEB Valuations: March I, 2012 Presgnustion i the Polise and Fire Retireniont Beard

(httprirwwrw sitetirement com/uploads/ PR 2RanPiMarl2.pdf see p.6) & January 19, 2012 Presentation to the
Federated Employees Retiremont Board (aitpu/wnww.siresirement com/uploads/FEDMA 1itenFediami2 pdfscep. 4)
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healthoare contribution. Once the phase-in is corpleie, we will see drametic increases in vetires
healtheare costs. -

According o the chart above, taken from the Manager’s Five-Year Forecast (p17,) the City™s
retiree healthcare confributions to the Federated Plan {out of the General Fund) are expected to
double once the phase-in ends for that plan in Fiscal Year 2013-2014. The cost implications of
completing the phase-in period for the Police/Fite Flan ar not yet known. and have not been
factored imto the projections above - but we should be prepared for a similar impact. These

looming cost increases underscore the need to establish a lower cost retiree healthcare plan.

Unfortunately, the City's actual retirement costs could grow even higher if there is anothier

tecession (and the retirement funds' investments lose money or stay flat) or if the independent
yetirement boards adopt mote realistic assumptions. The retirement boards have been advised by
their actuaties and their professional staff to lower their assumed rate of return, According to
data provided by the boards' actuaries, reducing the assumed rate of return from 7.5% 10 725%
would drive our refirernent costs up by $20 million per year? '

In addition, we are facing a number of additional fiscal challenges that are not reflected in the
City’s official Five-Year Forecast, most notably: ‘

«  The City is underfunding its anmual oad and infrastructure maintenance needs by |
approximately $105 million. There is also a backlog vf one-time jnftastructure needs
totaling $474 nuillion in the General Fund ($754 million in ail funds).

»  Vital services remain well below the needs of our community. The City Manager has
estimated that it wouid cost $33 million per year to restore most of the eritical services o
 January 2011 Ievels, which was the goal set in the Fiscal Reform Plan adopied by the
City Council. However, I believe that this Is only the minimum Jevel of service that we
should provide our residents, and it would cost many millions of dollars more 1o restore
services to the levels that our residents expect. :

Acknowledging all of these ongoing fiscal challenges is necessaty 1o have a full understanding of
the City’s fiscal situation. It is our responsibility to confront these preblems now so that they do
not place an even larger burden on our childeen and grandchildren. _

-Balancing Fiscal Year 2012-2013 and Preyarﬁagﬂar Fiscal Year 2013-2014
With a small surplus in Fiscal Year 2012-2013, next year is not expected to be a'year of painful

service reductions. However, we must continue to pursue cost reduction strategics and more .
efficient ways to provide City services while evaluating operations to better deliver services.

% Fhis figure is based ow data provided by Cheiron, the independent retirement boards” actuaries, during the Octaber
320, 2011 presentstion to the Federated City Employees” Retirement System Board

(utpewwe siretiromenticomdunlosds FEDA, 1 pmPedOett | ndRipage=10; soe page 9 of the prosentation / page 10
of the PDF} and = November 3, 2011 presentation todhe Police and Fire Retirement Board at its November 3, 2011
Mecting (Bup:ffwwny siretivemnens.comfploads/PFC_1iersPFRioy) |pdBpage=10; see page 3 of the presentation /
page 10 of the PDF) ' _ .
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-Given the pre;eated shortfall in the second year (2013-2014) of the Forecast of $22.5 nliﬂion. the
. City Manager is directed to use the $10 million surplus and §12.5 million fiture deficit reserves

as one-time btidge funding o avoid direct service cuts until the savings ave realized from the
pension reform ballet measure and the other Fiscal Reforms, The City Manager is directed to
priofitize remaining one-time funds on the restorafion of critical infrastructure and maintenance
needs and the pay down of expired debt.

We must be restrained in the temptation to add back dixect services with ongoing impacts.

HGWever; ifi Some aress of our organization the cuts ave been too severe: The City Manager-is

~ directed to review operational needs within the City that pose risk and consider funding these

critical needs, Funding to support these needs should come out of savings achmved through
operational efficiencies and other ongoing reductions.

Moving forward in developing next year’s budget, chailenges remain in achieving long-term
fiscal stability and in maintaining the City’s service level goals. With that in mind, the City
Manager is directed to use the Budget Balancing Strategy Guidelines as detailed in Attachment
Ao help balance next year’s budget.

Restoring Services

‘The City Council already ook a sxgmﬁcant step forward in restoring services when it approved
placing a pensmn reform batlot measure before the voters during the upcoming June election,
But we must continue implementing the other elements of our City’s Fiscal Reform Plan. This

includes:

» Implementing a lower cost medical plan that will reduce healtheare costs for both the

" City and employees {(appx. $13.9 million in General Fund savings)

s Ending sick leave cash-outs (appx. $6.2 million in General Fund savings)

+ Eliminating overtime pay for management ernployees exempt under the Fair Labor
Standards Act {appx. $1.2 million in General Fund savings)

Althnugh necessary, few of these decisions will be easy, but if we continue to address our City"s
fiscal problems head on, we will finally be able to eliminate our structural budget deficit, halt the
decline in jobs and begin to restore services. .

Aswe get closer to eliminating our deficit, we can now begin the discussion of how to restore
services.. Moving forward with the implementation of the Fiscal Reform Plan, the City Manager

s directed to use the pnncrpl&s Tisted in Attachment B as a guide towards the restoration of

services.

BACKGROUND
Community Budget Survey

My staff has been working closely with ne1ghharhoods and residents to obiam thmr input
throughout the budget process. In January 2012 a budget priority survey of more than %00
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restdents was conducted, and resﬁs:nts were able to gnze their input-on their budget priovities and _
many dlﬁ”erent budget questions.

Qverall, the sarvey reaffirms previous vears' results that residents favor reducing employee
compensation and benefits rather than reducing City servicés or raising additional revenue.
Residents also favor budget balancing stratepies that result in minor or no service reductions.
Residents also seem to be more open than in previous years in supporting a revenue measure.,

Preferred Approach o Bafar;i:mg the Budger

B 15t Priorty @ 2nd Priotty

Reduting Clty's
employses’
sompensation and
retirement benefits

Reduging existing City
servites

Ruising additional
revenue, inchuling
taxes or fers

ot 2% 49% BO% 8%

Support for Various Cost Sciving Proposals

t

The following proposals for cost savings were overwhelmingly supported by residents surveyed,

Selling one of three City-owned golf courses (85%)

Consolidating City Boards and Commissions (83%)

Selling surplus City property (80%)

Suspending the one percent Capital Improvement Project budget set aside for public art
until the City eliminates the backlog of unfinished infrasiructure projects (77%)

L I N

" Support for Specific Revenue Gererating Proposols

Survey respondents were asked to provide théir opinjons about several different aptions for
generating revenue for the City. Specifically, they were asked about six potential finance
micasures requiring voter approval: three that would directly raise new revenue, one that would
maintain existing revenne by extending the existing City library parcel tax, and two.that would
realfocate existing revenue soutces, Only three of the measures, a one-guarterfone-half percent
sales tax, adjusting the City’s Business Tax rate, and a reallocation of hotel tax revenue from
cultural arts to fund essential services appear to have enough public support to consider.
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One-quarter/one-half percent sales tax (65%)

Adjusting the City's basiness tax rate (66%)

A-reallocation of hotel tax revenue (70%2)

A continuation/reduction and continuation of the current ate of the ]:brary parcei X
(0%}

+ A reallocation of mnstmcuon and conveyance tax {54%)

o A $95 parcel tax to fund City infrastructure services (5136

* 2 B @

Neighborbood Assoctation and Veuth Commission Priority Setting Session

At the Sixth Anral nghbarhood Association and Youth Commission Priority Setting Session,
87 residents prioritized City services. Participants were comprised of members of neighborhood
assomanens, neighborhood commissions, and the Youth Commission.

Bach exercise took place at a table with 7-9 residents along with two volunteers from Innovation
Games. Participants were given two lists of programs with a limited amount of “funds.® The
first list consisted of proposals for service enhancements and the second kist consisted of ideas -
for cost saving/revenus proposals. Participants could receive more funds to purchase

e ghborhaod services if the team wnanimously decided to approve a cost saving/revenue idea,
“The exercise was designed fo determine what programs were held in the highest regard by

residents,

- Resulis

It was clear from the exercise that gang prcvmtinnrand other forms of “non-police™ imervention
t0 increass safety and livability of the City were top priorities. Residents also showed a strong
desire to increase revenues {raise taxes) to improve pavement conditions. It is important to note
that those teams that enseted a sales tax spent significantly less money on funding proposals than
was available, with an average of $12 million of unspent finids. This is a clear indication that -
these participants favor a prudent and measured approach to budgeting and spending,.

Funding Proposals — The top proposals for funding were gang prevention efforts, general code
enforcement, restoring the park ranger program, neightorhoed and school traffic safety, and
increasing fibrary hours. As we begin to restore services after the Fiscal Reforms are
implemented, these proposals must be given a high pricrity.

Cost Saving/Revenue Ideas — The top cost savmg ideas were eliminaﬁng overtime for
management positions, wotkers compensation, and disability retirement reform, The top revenue
generating proposals were a Y cent sales tax and the business tax adjusiment,

" The fufl report. from the Sixth Annnat Neighbothood Association and Youth Commmission

Priority Setting Session can be found at:
htp:/fwwy. sanjoseca gov/mayoR ‘eoals/budeet/PDE2012 20:3Fnm'rwSemngLsz‘;asmansuiLs pdf

e A
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INVES STRATEGIES

While our fiscal situation has improved, we must take a prudent approach io this vear’s budget
and start planning for the $22.5 million deficit projected in Fiscal Year 2013-2014. We also
need to be aware that this figure could rise, given the volatility in the economy and the
uncertainty in many other revenue and cost factors. As a result, we should consider setting aside
rauch of our ongoing surplus revenues and future deficit reserve.

However, we do have an opporivnity o strategically invest some of these funds ont a one-fime

basis in Fiscal Year 2012-2013. This approach would allow us to address some critical needs

now, while ensuring that funds remain availeble to help address our firure projected shortfall.

These kinds of one-time investments include paying down debt and repairing criticat

infrastructure with a high-risk or high-cost of failure. These one-time investments ¢an also serve

as-bridge funding while we pursue fiseal reforms that will allow us to maintain these programs
and restore additional serwws an an engoing basis.

1. Cotmmunity and Economic Development

3, Small Business Development Services Project Manager/Expediter: The City
Manager is directed to fund a position that serves as a single point of contact for small
business development profects going through the developmem process and works with
Development Services partners to accelerate permit processing schedules.

b. Dewntowa Association: The San Joss Downtowa Association will continue to play an
impoeriant role as the City's partner to activate and promote the Downtown. The City
Manager is directed to allocate $260,000 in one-time funds from the Pakag Fund to the
$an Jose Downtown Assoclation. The scope of work will include services related to
downtown business retention and recruitment, promotion, and event production. $40,000
in funding is available from TOT funds and an additional $20,000 in funding is available
thirough the ESD grant program. This will ensure that the Downtown Asgociation
remains at the funding levels as the current year, which was a large reduction from the
previous year.

. Arts and Culiural Institutions: San José’s cuitural institutions and event producers.
provide significant econopic benefit, attract regional participation, and raise significant
of their funds from the private and phliant}nnpm sectors. To support the growlh of
eéxternal funding, the City Manager is directed to provide the nonprofit operators of City-
owned cultural facilines (San Jose Musewm of Art, Children’s Discovery Museum, San
Jose Reperlory Theatre, Mexican Hemage Plaza, and Tech Museum of Innovation) with
operating funding equal to Iasi year's allocation which was a reduction from prior years.

2. Public Safety and Neighbﬂrhond Services

#. Library and Cnmmnmty Center Openings: The City Manager is directed fo begin the
provess of opening the closed community facilities, Theseinclude the Seven Trees,
Bascotn, Educational Park, and Calabazas Branch Libraries, and the Bascom Conumunity
Center. QOpening these Facilities has been a long priofity for our community, If possible,



March Budget Message for Fiscel Year 2012-2013
March ©, 2012

Page 8

redirect existing current year resources to open the Bascom Community Center prior to

: July 1 10 allow for as much summer programming opportunities as possible.

b‘

Gang Prevention Funding snd Safe Schools Campas Initiatives The Clty Manager’s
Forecast inchudes $2.4 million in funding for the opening of the Police Substation.” Gang
prevention efforts were a priority for our residents and our neighborhood associations

~ during cur copmunity hudgeting process, The City Mznager is directed to allocate $2

million for gang prevention programs, BEST funding, and the Safe Schools Campus

<.

Tndtiative by dclaymg the opening of the Police Substation. The remaming fands from
delaying the openitg of this facility should be used to help support cme~t1ma funded

- public saﬁ:ty items that are due to expire in June.

Crossing Guards: The~safe-’cy of our school children remains a top priority for San José
residents, as well as the City Council. During meetings with Superintendents at the
Schools/City Collaborative, the Superintendents stated that this was the most imporiant
service the City provides forthe schools. The City Manager is directed to maintain
funding to the elementary and middle schoo! crossing guard program.

Children’s Health l'tziiiative: The Anti-Tobacco Master Settlemnent Agreement funds

- have provided valuable funids to improve the quality of life of San José®s youth and

~ senior populations through the Healthy Neighborhoods Veniure Fund (HNVF) program.

N

f.

The City Manager is directed to maintain funding for the Children’s Health Initiative.

Seniar Services and Wellness/HNVF: The Senior Nutrition Program provides healthy
meals end socisl activity to San José's elderly residents. Through this program, semiors
receive meritious meals and social interaction that prevents them from heing isolated.
Together with the many social services that support this program, seniozs are able to live
more active and independent lives. Last year, the City in collaboration with the Senjor
Nutrition Task Force, maintained senior nutrition services at the 13 current City sites,
The City Manager is directed fo continue to suppert these efforts, The City Manager is
also directed evaluate this program for poténtial improvements. To continue the strategy -
approved last year, ongeing fﬂﬂdlng of $400,000 should be atlocated from the HINVF
Competi ﬂwe Fund.

Earlier in the year during the LOMumtv Development and Biock Grent (CDBG)
discussion, the City Counci! set a target to allocate an additional $400,000 towards senior
services, Approximately $200,000 will bz alfocated as part of a CDBG grant. The City
Manager is directed to allocate an additional $200,000 in one-time funds to meet this

farget.

Community Action and Pride (CAP) Grant Program: The Community Action and
Pride (CAP) grant program.provides small grants to San José neighborhood groups to
fund activities that result in clcaner, safer and more engaged communities. The CAP
grant program stopped receiving ongoing General Fund budget allocations in the 2008-
2009 Operating Budget.

The prdgram, which is administered under the direction of the City Administration, was
ghle to hold onto funding that had remained in the program to fand grants over the years.
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As a result of careful use and monitoting of funds, there remains savings of $110,000.
The Chty Manager is directed to reallocate this funding to continue the program ino next
year. :

Counseling Services in the Police Department: The San José Police Department’s
Chaplaincy Program has iraditionally provided police officers, their families, and City
residents with counseling services. More than 20 voluntest community chaplains,
representing various faiths, offer counseling and support in departmental functions such

as promotions, graduation ceremonies, and funeral arrangements. The City Manager s
directed to allocate $20,000 to be used for counseling services to the-Pelice Department
and the conmumnity. _ ,

Community Development Block Grant (CDBG)/Housing and Urbau Development
(FUD) 108 Loan: As part of determining the financial state of the Successor Agency to
the Redevelopment Agency, City staff projected future property tax increment revenues
and analyzed the level of enforceable obligations for the Forecast period. Based on that
analysis, il is projected that there will siot be suffieient tax inerement to pay all the
enforceable obligations for the fitst four years of the Forecast period. Per an agreement
between the Federal Department of Housing and Urban Development, if the Successor
Agency is not able to make the loan repayment for the HUD Section: 108 loan program,
CDBG funds can be.used to ¢over theobligation. The City Manager Is directed fo use:
CDBG funds to fulfiil the debt service requirement if the Suctessor Agency cannot make
the payrment, .

© Medical Marijuans Dispensaries: In January 2011, our Finance Department estimated

the number of marijuana dispensaries at more than 100. In February, direction was given
to foous enforcement on the dispensaries causing the most problems and generating the
most complaints. Last year roughly $1.2 million from the Mar{juana Business Tax was
allocated to maintain oversight over the closure of those establishments not registered
with the City. Enforcement is a priority for City Council and funds should be used for -

* enforcement but at the most cost effective level possibie. Every dollar alocated for

enforcement staff is 4 dollar that can be used for patro] or additional library hours, The
City Manager is directed to review and repart on the funding efforts from last year and
bring forward a proposal that meets the needs of the marijuana enforcement program, at
the lowest possible cost. These propasals should be one-time until there is more certainty

. related to the legislation.

k‘

La Raza Study: For years, we have seen Latinos disproportionately represented in our
criminal justice, juvenile justice, and child welfare systems. With so many different
causes and factors involved, this problem lias long beén considered impossible to solve.
Yet, through the leadership of La Raza Roundtable, we now have a broad collaborative
effort that cuts across different agencies and levels of government to address the various
pieces of the problem. The City Manager is directed to allocate $50,000 towards this
effort. )

~

Christmas in the Park: Christoas in the Park (CTTP) is 8 San José tradition, and 2
Tongstanding anchor of the City's Downtown for the Holidays attraction serving locals
and visitors alike. Bach year, the holiday event generates significant economic benefits
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to the community, bringing in approximately $13.3 million in total visitor spending and
penerating critical economic activity for the regtaurants, businesses, and attractions in the
care downtown area. Over the past year and a half, Cultural Affairs staff has been
working with the CITP board to transition the rionprofit from a City supported event fo an
independent organization responsible for producing the event, raising the funds, and
managing their own staff. The last City funded position was eliminated in February. 1
recomnend & one-time transition grant to be allocated from additional unexpected TOT
revenues that were recognized at mid-year, Cultural Affairs funds are restricted and

cannot be used for other purposes. Allocating these funde to Christmas in the Park will
help minimize potentiaf impacts to the General Fund.

Fair Swim Center: The City has been informed that the current vendor operating at Fair
Switn Center will not contiote to offer aquatics programs this summer. In order to
continge operations this summer, the City Manager isdirected to allocate $30,600 in one~
time bridge funding while PRNS seeks a new vendor.

3. Transportation and Envirenment

al

Street Maintenanee and Repair: The lack of sufficient funding has resulted in deférred
maintenance and a decline in the condition of the City's infrastructure, particularly our
roads. The 2,400 mile roadway nelwork requires much larger investments of funding
than is currently #vailable to maintein and improve their condition. As a result, the
Administration is recommending funding be allocated for use on a 400 mile priority
strect netwotk of main roads that are most heavily used by San José residents and provide

 aceess to majot job centers and resideniial areas throughout the City. By investing

b.

limited dollars on priority streets, those streets can continue to be well maintained and
kept in good condition, avoiding the much higher costs of rehabilitation when '
maintenance gets deferred. .

A recent repott to the Transporiation and Eavironment Commitiee identified a need of
$100 million annually to propetly maintain and improve the entire 2,400 mile styeet
network, and available funding of $18 million. The funding is proposed to cover basic
pothole patehing and most of the maintenance and repair needed for the 409 mile priority
network, The funding is $2 million short of what is needed to Jully cover the ‘
maintenance of the priorify netwark. The Administration is directed to prioritize funding
from available capital and general sources to fully fund the priority setwork, and to
evaluate whether any other funds can be allocated to cover the remaining 400 miles of the
major street network and the associated $16 million needed. There Is recognition that the
1,600 miles of lacalresidential roads would have maintenance deferred under this
approach. The Administration is further directed to work with the Mayor’s Office 10
explore and report back to the City Council in June on the feasibility of using General
Obligation Bonds to rehabilitate streets in poor condition, with particular emphasis on
those roads in our neighterhoods. : :

Keeping San José Streets Safe for Pedestriuns, Bicyclists, and Motoristst Overthe
last two decades, San José has continually improved its street safety record and hasan
injury crash rate haif the national average. A consistent focus and investment in
engineering, education and enforcement over that period has contributed to the safety




March Budget Message for Fiscal Year 2012.2013
March 9, 2012

Page 1t

record. Our efforis have been essential to keeping the commumity safe on the roads, and
have the added benefit of reducing emergency sesponses by our Police and Fire

. Departments. However, recent budget balancing has limited investment in traffic safety

devices and programs and has coniributed to a leveling off, and in some cases slight
increases in injury crashes-along major streets for pedestrians, bicyclists, and seniors.

The Administration is directed to identify available traffic capital funds to invest in safety
devices and programs targeted to the most sensitive areas such as: major roadway

CIGEsIng poitis; locations where highly visible signage, matkings, apd devices will iake
pedestrians, bicyclists, and motorists more aware and alert; and cost effective education
efforts targeted at the most winerable populations like seniors, children, and bicyclists.

- 4™ Street Garage Debt Service/Parking Fund: Per the bond covenants for the 4™ and

San Fernando Street Parking Garage, revenues of both the Successor Agency and the
General Purpose Parking Fund are pledged fo make the loan repayment for the annual
debt services of $3.4 fmillion related to this facility. In the event the Successor Agency to
the Redevelopment Agency has insufiicient revenues to make the payment, the
Administration is directed 1o allocate funds in the General Purpose Parking Fund for thc
delbit service paymert.

Autumn Parlovay Project: The City"s econdmic development strategy idemifies
development of the Diridon Station area as g priority strategic goal, {o help ensure the
City’s long-ierm economje sucoess, The Diridon Station area includes the HP Pavilion
and a plan for developing a world-class emtertainment, retail and office district. A key
transportation investmenit to serve that area is the extension of Autumn Parkway from
Coleman Avenue 10 the HP Pavilion. Getting the roadway constructed over the Union

- Pacific railroad tracks by 2013 is necessary to comply with Publie Utilities Commission

approvals for a new railroad crossing. This project was previously budgeted by the
Redevelopment Agency prior io its elimination by the State. The Administration is
directed to identify project money in the Capital CIF and to seek alternative funding for
the Autumm Parkway project.

4, Strategic Support

a.

bl

Essential Services Heserve: The City Manager is directed to set aside $1 million of one-
time funds that may be used for the purpose of supporting services that are of essential
importance to our residents, Services deemed essential hy the City Council may he
funded with the use of these one-time {unds.

City Councll Appeintees: To ensure overall strategic leadership and service delivery for
the organization and ensure that services are stabilized, the Mayor's Budget Office will
work with the City Council Appoinfess to bring forward a budget to maintain the same
service level 8‘&8&91 where program changes may be warranted and pne-fime funding
expires.
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¢. Data Apalytics Programs: Analytics programs increase efficiency, create cross agency
transparenvy, and enable innovations while reducing the cost of government, The City -
Manager is directed 1o work with the Mayor's Office to review the opportunity to use
dutz analytics programs in San José startihg with the Police Department.

4, Outside Legal Assistance: In the City Attorney’s Office, all but ﬁve_eﬁtamay positions
are members of the Association of Legal Professionals, The City Manager ix directed 10
work with the Mayor's Budget Office and the City Attorney on an approprigte level of

ongoing funding 16 provide for outside legal counsel for labor negotiations,
representation at the Retirement Boards, related Public Records Act requests, and on
other matters as necessary.

e Review of One-Time Funded Services from 2011-2612; The City Manager is directed .
o review one-time funded services that were included in the 2011-2012 Adopted Budget
to determine reallocating resources to continue on as ongoing basis where appropriate.

COORDINATION
‘T'his memorandum has been coordinated with the City Mariager and the City Attotney.



1. Develop'a.bm'iget thet balances the City's delivery of the most essential seivices to the oorﬁmunity with the
resources avallabla. | ’ _ ) :
2. ' Balance onguing expenditure needs with ongoing revenuss fo engure no negative impact on future
budgets and to malntain the City's high standards of fiscal integrity and financlal management.
3, Focus on protecting vital core City services for both the short- and long-tern. Analyze existing gervice
levels and forus on delivering thoge services thet are most essential. : '

4. Asoutined In the Principles for Restoring City Service Levels. aliocate additional resources with the
foliowing goals in mind. ensure the fiscal soundness of the City; choose investments that achieve
significant outeores; and improve efficiency and effectiveness of service delivery. - _

5. Explore personal services cost savings, inciuding overfime, subject 1o the mest and confer process where
applicable. The Fiscal Reform Pian approved by the City Counsit with the adoplion of the 2011-2012
‘budget outlined a numbet of cost reduction strategies, including severa] retirement-related reforms, that
continue to be ptirsued. } .

6. Analyze non-personalfequipmentiother costs, including contractual services, for cost savings opportunities.
Contracts should be evaluatad for their necessity to support City operations and to identify negotiation
options to lower costs. )

7. Engage employees in department budget balancing idea davelopment, .

8. Focus on business process redesign in light of the severe staff reductions duting the last three fiscal years
it order fo improve emplayee productivily and the quality, flexibility, and cosheffeciiveness of service
delfivery {e.q., streamiining. simplifying, reorganizing functions, and reatiocating resources). ‘

9. Explore alternative service delivery modals (e.g., partnerships with the non-profit, public, or private sector
for out- of in-sourcing services) to ensure no service overap, reduce and/or share costs, and ust: our
resources more efficiently and effectively. The Gity Council Policy an Service Delivery Evaluation provides
a decision-miaking framework for evaluating a variety of alternative service delivery modals.

identify City policy changes that would enableffacilitate service delivery changes or other budget balancing

shrategies. ' i ‘

11. Explore redirecting andfor expanding exisling revenue sources andfor adding new revenue sources as
gutiined irt the Fiscal Reform Plan. .

12. Establish a fee structure to assure that operating costs are fully coverad by fee ravenue and explore
opporiunifies to establish new fees for setvices, where appropriate. .

13, Make every effR, if operationally feasible and heeded for cost-efiective service delivery, to eliminate
~ vacant positions, rather than filed positions, 1o minimize the number of employes layoffs. As service levels
¢hange, ensure that management and administration are re-sized as appropriaie.
14. Use the General Plan as a primary long-ferm fiscal planning tool and link abifity to provide Clty services ta
devalopment policy decisions. : 7
15. Continue & communiiy-based budget pracess where the City's residents and businesses are educated and
engaged, as well as have the opportunity to provide feedback regarding the City's annuat budget.
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Aﬂachxﬁ(mt B

Ensare the Fiscal Soundness of the City

Devel ap the General Pund budget to support the City’s mission and use the City
Council-approved Budpet Baluncing Strategy Guidelines (Attachment A) to
ensure the Iong term fiscal health of the City.

Ensure services that are restored can be sustained over the long-run fo avoid
futore service disruption, (Use Five-Year Genaral Fund Forecast as one tool)

If possible, defer adding new pannancm positions until new retirement system is
in place

Chaoose Investinents that Achieve Significant Owtcomes

Ensure restored services represent City Councit priorities and the highest current
need in the community,
Balance th:stthents among three categoms

e Restoration of services (public safety and non-public safety sea‘vxce&,

including critical strategic support services).
+ Cpening of new facilities. :
» Maintenance of City infrastructure and assets,

Prioritize baseline service level restorations using performance goals.

Focus funding on areas where theze is & high probability of success and/or 2 hight
cost of failure,

i. Focus funding on infrastructure needs where there is a significant increase in
cost if maintenarice is delayed (such as street maintenance).
. Focus investments in technology that have the greater return on itvesient in
terms of services to the public and employee productivity, '

Improve the Efficiency and Effectiveness of Service Delivery

-

Before mstonug prior service methods, evaluate options to determine if
altemative service delivery models would be more cost effective.

Ensure strategic suppart and technology resources are capabie of supporting d1rec:t'
service delivery and effective management of the organization. -

Privritize organizetional investments that maximize workforce productivity,
efficiency, and effectiveness.

Pursue oppormmtws and methods, inclnding performanc& to retain, attract, and
recognize employees within resource copstraints. ‘




